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THEATER NUCLEAR FORCES NETHERLANDS 





SECOND CHAMBER SPLIT ON NATO WEAPONS QUESTION 
Rotterdam NRC HANDELSHLAD in Dutch 18 Aug 79 p 7 


[article by J.M. Bik: “NATO Weapons Split Cabinet and House of Representa- 
tives” 


[Text] Not the least of the cabinet's worries for the next few months 
concerns NATO decisions with regard to a possible modernization of tactical 
nuclear weapons in Western Europe. As a matter of fact, a large majority 
among the NATO partners involved in this question is in favor of such a 
modernization as a response to the Russian “gray area weapons” of the SS-20 
type and the Backfire bomber. Or at any rate, a majority of the NATO 

| partners is at least in favor of having any negotiation offer to the Soviet 

| Union concerning these weapons accompanied by a resolution in principle to 
produce and/or make preparations for the deployment of new Western systens 
such as the Pershing II and the cruise missile. And the example of the 
absence of any (hoped for) Russian reaction to the neutron bomb adventures 
of NATO will not have had a favorable effect on the willingness of the 
alliance to allow such a negotiation offer to stand with nothing but a 
“paper” resolution of principle to modernize. 


And even the latter would be going too far for a majority in the House 





(and for the Dutch population?). to, among others, the 
parliamentary es of the Pvda | Labor yj, the CDA | Christian Demo- 
cratic Appeal | and the D’66 [ Democrats '66|, this resol of principle, 


which in itself would constitute a veiled threat, should not for now 

accompany a negotiation offer. This House majority, which includes the 

largest government and the largest opposition parliamentary parties, has 

stated this very clearly in recent months much to the chagrin of Ministers 

Scholten (cA, defense) and Van der Klaauw (VVD LPoogie’e Party for Freedom 
’ 





and Democracy |, foreign affairs). In short, it looks as if, when NATO 
makes its decision -- in December or at the latest next spring -~ both 
ministers (and their cabinet) may face serious difficulties. Difficulties 
within NATO, where they continue to stress the loyal membership of the 
Netherlands in this respect as well as in others, or within the Dutch 
parliament. 








Up to now, Messieurs Scholten and Van der Klaauw have managed to keep the 
parliamentary opposition and the CDA parliamentary party reasonably well 
off their backs with the assurance that the Netherlands has not yet committed 
itself in any way to any future NATO decision. 


On the contrary: Minister Scholten in particular always tells his critics, 
in a tone of voice reminiscent of Sunday morning, that in addition to the 
so-called High Level Group, which is preparing the official draft of the 
decision within NATO, a Special Group has been set up specifically at the 
initiative of the Netherlands, which is to keep an eye primarily on the 
aspects of arms dominance. This then leads the unsuspecting listener to 
think in terms of a kind of internal NATO struggle between doves and hawks 
and to bet happily or anxiously on possible winners. 


Vell, it is not quite like that. First of all, the initiative to set up 

the Special Group originated in the Federal Republic of Germany. Thus, in 

the country which -- aside from the broader implications of the moderniza- 

tion problem (would it not be possible in Western Burope, either through 
negotiations or not, to do away with some of the existing, partly obsolete 

tactical nuclear weapons and nuclear tasks?) -- often most explicitly 

insists on a NATO response to the SS-20 and the Backfire which can be taken 
seriously, and in which for political reasons it wants the Netherlands and 
Belgium to be involved. 


the leaders of the CDA parliamentary party. More important: in recent 
months, in a private capacity in various papers (including this 
newspaper), a number of them have not made any attempt to hide 
group includes six Dutch members with, in each case, two from the Ministry 
of Foreign Affairs, the Ministry of Defense and the permanent NATO repre- 
sentation in Brussels -- thus not from breeding grounds for dissidents. 
It is notable that the Department of International Organizations within 
Foreign Affairs, which includes the Bureau for Disarmament and Problems of 
Peace, is not represented at all. 


Thirdly, inquiries have also revealed that the Special Group bases its 
activities largely on the points of departure of the High Level Group. 
And fourthly, both groups seem to be striving to present the NATO ministers 
next spring, if possible, with a single common report containing recommenda- 


tions. 


All in all, it would be very strange if the advice of the study groups and 
later the decision of the NATO ministers were not very different from what 
the majority in the Dutch parliament has very emphatically asked for. 
Anyone who expects that Messieurs Van der Klaauw and Scholten would then 
fall out of the NATO boat may believe that if he likes. Such a decision 


would then imply a very severe conflict with the House, with the point of 
view of the CDA parliamentary party being decisive for the outcome as usual. 











There ave optimists who are hoping for a very quick United States ratifica- 
tion of the SALT II agreement between Moscow and Washington concerning the 
limitation of strategic nuclear arms and an equally quick beginning of 
SALT III talks which could also then include the gray area weapons. If 
this really were to succeed next year, and if the Soviet Union were to have 
continued production of the SS-20 (of which there are about 125 at this 
time) at an unchanged rate to reach a substantially higher number, such a 
situation could possibly provide the cabinet and the CDA parliamentary 
party in the meantime with a narrow gangway across which to find each other. 


This would be so because negotiations would be taking place with regard to 
the gray area weapons while at the same time the increasing number of SS-20s 
threatening Western Europe would, as it were, legitimize a Vestern moderni- 
zation response. Other optimists believe that if, by the time matters 
become tense in parliament, the administration were to make perceptible 
efforts to get rid of a number of the existing (obsolete) NATO nuclear tasks 
as soon as possible (for example, participation in the laying of nuclear 
mines, nuclear bombs for navy patrol aircraft, short distance nuclear ar- 
tillery and the like), it might yet earn enough “change” to get the CDA to 
go along with a NATO decision to modernize. 

















A great deal of optimism is necessary to believe in such possibilities. 

It would not be sufficient for international conditions to develop in an 
extraordinarily favorable manner in order to help find a solution to what 
is after all primarily a problem of Dutch domestic policy. Wo, the optimists 
moreover threaten to overlook the rapidly developing, very deep repulsion 
for all nuclear weapons that exicts within large sections of the CDA. And 
they are also overlooking the fact that the left wing of the CDA will soon 
be facing great difficulties with the undoubtedly sharp socio-economic 
discussion which will arise following the publication of the 1980 budget, 
while the whole CDA moreover will also have to find a way to cope with the 
heavy burden of the abortion bill. 





Furthermore, in 1980 the merger of the KVP — People’s Party], the 
ARP [ Anti-revolutionary Party] and the CHU | Christian Historical Union | 
into a single CDA is supposed to become a reality. The members of the ARP 
in particular, who can often be found in the left wing, might use the KVP's 
and the CHU's eager haste to achieve a merger as a lever in the nuclear 
arms debate and the socio-economic discussion. It appears to be a safe 


guess that the price of the merger is going up. 


It is a fact that during the next 6 months CDA leader Lubbers will have 
to possess an as yet undemonstrated leadership if he is to keep his parlia- 
mentary party in the House together and the cabinet on its feet. 


Scholten and Yan der Klaauw have one consolation: who, within the CDA, 
would really dare -- one year before the elections -- either to blow up 


list head Van Agt's cabinet or (even less) to cause its fall in the House. 
And then to have to risk an election campaign concerning, among other 


things, nuclear arms, to be followed possibly by having to negotiate a 








coalition with the PvdA (where the knives have been sharpened for 2 years) 
from a very weak position? This is a problem of massive proportions. 
Therefore, it appears that the question will come dow to: who will be 
the first to back down in the discussion about the modernization of nuclear 
arms and when, the cabinet or the CDA parliamentary party, and under what 
conditions? Thus, a familiar problem after all. 
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COUNTRY SECTION DENMARK 


DANES TO HOLD REFERENDUM ON NUCLEAR POWER ISSUE 
Frankfurt/Main FRANKFURTER ALIGEMEINE in German 23 Aug 79 p 4 


[Article by W.A.: “Denmark Votes on Nuclear ; General Referendum; 
Government in Favor of Nuclear Energy 


frext/ Stockholm, 22 Aug--On Wednesday nuclear power opponents celebrated 


introduction of nuclear power production dependent on a general popular ref- 
erendum. Althoughthis first referendum in a country which is a member of 
the BC will take plice in 1961 at the earliest and Danish Prime Minister 
Jorgensen once more described the utilization of nuclear power as indispens- 
able to the industr) and the economy, the opposing front is now preparing a 
nationwide intensification of its campaign. It can count on help primarily 
from neighboring Sweden, where through protest actions this coming Sunday 
numerous women's organizations want to try to influence the referendum set 
for Merch of next year to their way of thinking. 


Wher. before the beginning of the year Denmark's liberal Moderate Liberal 
Party joined the Social Democratic minority government as a coalition part- 
ner, one of the first results was the joint decision to initiate construc- 
ear power plants as soon as the problem of final storage of nuc- 
lear waste could be solved. While this decision was supported decisively by 
the Liverals and was also supported by a majority of the Social Democrats as 
well as of the unions, opposition to Jorgensen was stirring on the left 
flank of the party. This opposition increased further after the reactor 
accident at Harrisburg and permitted the Social Democratic party as a whole 
to become doubtful. This became even more true as the party friends in 
Sweden under their chairman Palme picked the abovementioned acogident as a 
motive for joining the demand for a referenc.a, which had previously been 
raised only by the communists and the bourgeois center. To be sure, the 
center-left government in Denmark also wanted to take the experience from 
Harrisburg into account in future plans, but in particular the Noderate 
Liberal Party rejected the demand for a referendum and argued that in con- 
trast to Sweden Denmark does not even possess hydroelectric power. The fact 
that the Liberals nevertheless agreed to a referendum probably occurred with 
the intent of creating breathing space for Prime Minister Jorgensen who has 














favored and favors them as a weapon and visual deterrent is the cirus ‘ance 
that the Swedish nuclear power plant Barseback lies at the southern tip of 














COUNTRY SECTION FEDERAL REPUBLIC OF GERMANY 


ENERGY CONSUMPTION FIGURES FOR EARLY 1979 GIVEN 
Munich SUEDDEUTSCHE ZEITUNG in German 3 Aug 79 p 20 


[Article: “Energy Consumption Shows Iucrease. Petrvleum Products Remained 
Below Average/However, There Was More Gas") 


[Text] Duesseldorf (our own report)--According to early 
calculations of the Energy Balance Study Group, primary 
energy consumption increased by 6.9 percent.in the first 
half of the year. Thus, consumption--determined by the 
weather and the upward business cycle--was about 13.5 mii- 
lion tons of coal equivalent or--according to the new de- 
finition and calculation--395 petajoules [1 petajoule = 
1015 joule] above that of the corresponding period last 
year. 


Petroleum consumption has risen by about 3 percent. The reasons for this 
increase were increased use of heavy heating oil and increased consumption of 
diesel and carburetor fuels. Consumption of light heating ofl hardly changed. 
Demand for coal rose in the first half by approximately 13 percent. This in- 
crease is due above all to increased use in power stations and the steel 
industry, but also to increased demand from the general heating market. The 
large rate of increase for natural gas can be explained primarily by the 
great demand of the household and small consumer sector. The increase in 
consumption amounted to a total of 14.5 percent. Lignite consumption in- 
creased by almost 10 percent because of increased use in power ctations and 
briquetting plants. 


Nuclear Energy Up 11 Percent 


The production of electric current from nuclear energy increased by about 

ll percent. The share of nuclear energy in th» total consumption of primary - 
energy increased minimally. Due to the fact that less water was available in 

the first months of this year, electric current production from water power 

just barely attained the level of the first half of 1978. In the export of 
electric current, an export excess was noted in the first half of 1979, after 











many years of excess imports. Because of this export excess, a reduced con- 
sumption of almost 27 percent resulted. 


Primary energy consumption in the first half was supplied b;: petroleum 49.8 
(51.7) percent, hard coal and brown coal 27.8 (26.6) percent,and natural gas 
17.1 (16.0) percent. The remaining energy carriers including auclear energy 
and water power together contributed 5.3 (5.7) percent to the supply of the 
total consumption of primary energy. 


More Electric Current in Bavaria 


Primary electric consumption, according to results available to date, increased 
by + 2.9 percent to 1632 petajoules (=55.69 million tons of coal equivalent) 

in Bavaria in 1978. In the federal area the increase amounted to + 3.9 percent. 
The reasons for increasing consumption are above all to be found in the boom 
beginning in 1978, during which the development in Bavaria with an economic 
growth of + 3.7 percent is even better than the federal average (+ 3.1 percent). 
According to data available up to now, Economics Minister Anton Jaumann ex- 
pects a greater increase in energy consumption in 1979. Thus, in the first 


6 months of 1979 electric current consumption by the public in Bavaria increased 
by + 6.4 percent. 
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COUNTRY SECTION FEDERAL REPUBLIC OF GERMANY 


COKE SHORTAGE THREATENS STEEL INDUSTRY 
Hamburg DER SPIEGEL in German 20 Aug 79 p 61 


[Text] For coke the time of storage piles is over. World- 
wide the fuel is becoming scarce. 


Karlheinz Bund, general manager of Ruhrkohle AG [Corporation], which for years 
has been subsidized with Bonn's billions, surprised his “loyal customers” 
with an unusual market forecast. "I only hope,” the Essen top manager worried, 
“that we can continue to deliver.” 


Even for those in the branch who are knowledgeable, these supply shortages 
are surprising. Only last year the coal monoplist had about a third of his 
production on a storage pile. Now, however, Bund has to worry that soon he 
will no longer be able to supply sufficient coke to the customers, Since the 
better-utilized steel smelters in Europe and wverseas are charging more iron 
ore and scrap into their furnaces, the coke storage piles have been shrinking 
at the Essen Fixed Price Company--in only 6 months from almost 10 to 5.7 mil- 
lion tons. Next year the storage piles may disappear entirely. 


The developing coke shortage is extemely inconvenient for the steel companies. 
Since the beginning of the year the steel works have again been selling respec- 
spectable amounts of steel, after 4 bad years. In the first 7 months of this 
year the steel works on the Rhine and the Ruhr increased their production 

by more than 7 percent. 


A coke bott*eneck would sharply interfere with business. "This situation," 
worries Ernst Pieper, chief of the federally owned Salzgitter Steel Company, 
“may soon become extremely critical." 


The German iron smelters who have recovered their strength are not the only 
ones worried about the shrinkage of coke in Essen and surroundings. In the 
past few weeks foreign competitors from Europe, Japan and the United States 
have been making use of the storage piles in the area. By making these 
purchases the foreign customers want to prevent their own coke storage from 
being totally depleted within a few months. Just as in this country, steel 
companies everywhere in the West are worrying about the fuel spply. Inasmuch 











as heavy fuel oil is becoming steadily more expensive and scarce, the steel 
works are firing coke to an increasing extent. 


The coa] managers are not at all prepared for a coke shortage. During the 
steel recession between 1975 and 1978 they closed down many of their under-used 
coking plants. Ruhrkohle AC in the last few years closed down seven of its 

21 coking plants. The annual capacity of all German federal coking plants 
dropped from 36 to 30 million tons. 


To keep their furnaces operating, the steel managers now want to build their 
own coking plants. However, for this also there may not be sufficient supply. 


The European Economic Union of the Iron and Steel Industry waraed recently 
of supply bottlenecks in the type of coal which is suitable for processing 
into coke. With a demand in the European Common Market of 90 million tons 
a year, the Brussels Association estimates, a deficit in the mid-1980's of 
at least 20 million tons a year is expected. 


There still are, to be sure, imposing reserves below ground on the Ruhr. 
However, the coal would have to be obtained from new, yet-to-be-developed 
mines. And it will be at least 5 years before these are ready to operate. 
For this reason the steel managers are demanding quite vigorously that Bonn 
should finally remove the import restrictions on coal. To protect Ruhrkohle 
with its high prices from competition, Bonn allows very little foreign coal 
into the country. 


For the moment the Germans want to emulate the foreign competition, who 
out of fear of a worldwide coal and coke crisis are sending their managers 
around the world to search out mines. 


German industrialists are already looking around secretly for lucrative coal 
properties in Australia. Of all the companies, it would be the federal 
government's own Salzgitter Company that wants to participate in a productive 
surface mining operation on the fifth continent. Weeks ago, the Dutch Hoesch 
partner, Hoogovens, bought an Australian mine shaft. Ruhrkohle chief Bund, 
to whose firm the import restrictions do not apply, has also been negotiating 
for several weeks about particiaption in a mine in Australia. Bund: “The 
talks have already progressed quite far." 


5586 
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COUNTRY SECTION FRANCE 


ECONOMIC DESTABILIZATION OVERCOMING GISCARD 
Hamburg DIE ZSIT in German 24 Aug 79 p 1 


[Article by Klaus Peter Schmid: “Has France Overreached Itself? Giscard's 
Unsuccessful Struggle Against the Decline of Stability"/ 


Frext/ Among the Western European heads of states and governments French 
President Valery Giscard d‘Estaing is the most powerful. The constitution 
guarantees the president an almost unique position as the one who controls 
politics, above the parties and the government coalition. But reality is 
tougher. Giscard is faced with great political difficulties of an economic 
origin. The country has entered an economic crisis, and to overcome this 
much more inner-political restraint is needed than the country is experienc- 
ing. Giscard meets with resistance from all directions, from the ranks of 
the government majority as well; he has to take unreliable allies into con- 
sideration, if he wants to carry out his policies. The domestic political 
landscape shows a picture of unbelievable disruption. 


The oil crisis and the abrupt price increases by the OPEC nations have 
sharply beset France but contribute only in part to the disappearing sta- 
bility. What tips the scale is that the French do not want to admit that 
the good years are over. If Giscard does not succeed in getting the French 
to change their thinking the stability is in danger, not only economically 
but politically as well. 


Exactly 3 years ego Prime Minister Raymond Barre, the most highly regarded 
economist in the country, took up his government post. He promised the end 
of the decline in 1979. But his promise has not been fulfilled. In July 
unemployment broke all records: The number exceeded the 1.4 million mark. 
The rate of inflation is again 11 percent. Precisely during vacations the 
government raised prices for rents and gasoline, for cigarettes and alco- 
hol, for power and telephone service. Increased social insurance contri- 
butions and consumer loan rates have also hit the population. Is is then 
surprising that the whole world is talking about a hot fall? Although the 
signs are nowhere near storm yet, the fear of dangerous turbulence is grow- 
ing. 


ll 











In France it is no longer only a matter of atmospheric disturbance, it is a 
matter of continuity of a policy and of the stability of a system. What 
happens in this country also affects its neighbors, above all the FRC, for 
France is by far our most important trade partner. If its economy falters, 
ours will not remain umscathed. Should the franc become weak again, the 
entire European monetary structure will fall into disarray. If Paris has to 
concentrate on internal problems this will have reverberations on the Euro- 
pean policies, and national positions and nationalistic slogans will then 
replace the interest in Europe. The temptation of protectionism and the 
policy of countries going their own way could again become dominant. 


The French dilemma is not of a transitional but of a fundamental nature: 
Giscard'’s politics are consistent but scarcely realizable. He calls on the 
people to tighten their belts even more. But when he maintains that auster- 
ity is the only way out of the crisis, his words fall on deaf ears. The 
president and his prime minister can point out the sensible behavior of 
their German social partner as forcefullyas possible, but politics can hard- 
ly be carried out with rational arguments in a country which upholds the 
Class struggle and in which concentrated action is held by enterprises and 
unions to be collaboration with the class enemy. France is still a split 
nation which finds it hard to build bridges between the group interests that 
run in opposite directions. 


Fragile Coalition 


Giscard's new economic concept is overdue. He wants to finally free politics 
from the Colbert tradition, according to which the state simultaneously 
serves as a ubiquitous controller of the economy and as its inexhaustible 
financier. The businessmen should finally learn to stand on their own feet 
and to take the risk of their decisions themselves. Only in this manner can 
the economy of France acquire the modern style which other European nations 
have long since adopted. However, changing his thinking on questions of 
principle has never been easy for the Frenchman and even less when other 
countries are held up as a model. In his book "What Will Become of France?” 
Alain Peyrefitte speaks of a centuries-old “instinct of rejection.” Conti- 
nuity and patterns of thought are held in high esteem; self-criticism and 
the ability to adjust do not count as a virtue but rather as careless aban- 
donment of the national identity. This attitude often moves close to the 
brink of the maxim "to Seem Rather Than to Be.” 


Giscard'’s second basic problem is the bitter experience that political debate 
is at a stillstand as well. For 4 years the president has invested his en- 
tire ambition in creating a basis for the government majority in order to 
take the wind out of the Gaullists’ sails and to bind to himself those sup- 
porters of a Social Democracy who believe more in reforms than in Marxisn. 
But Giscard's formula of “progressive liberalism" has become an emply for- 
mula, ignored by the voter base and ridiculed by most of the politicians. 
The president who dreamed of uniting all Frenchmen of good will under his 
banner has not been able to open up any new layers of voters. The strong 
reformative center which he hoped for will probably remain a dream for a 
long time. 


12 








The political conflict resembles the fruitless debates in the Fourth Repub- 
lic -- small-caliber and unimaginative. Party strategists of every color 
prefer to back superficial effects than to seriously deal with the great 
problems of the country. The linguistic escalation in the political dis- 
cussion can scarcely be surpassed, but it accomplishes nothing. Tinmidly 
constructed bridges between government and opposition are quickly wiped out; 
no one wants to expose himself to the accusation of treason. The political 
dialog is missing; this is what ails France. Giscard may then assert ever 
so much that he is the president of all Frenchmen. 


Even Giscard’s coalition is fragile. To be sure, the Gaullists suffered a 
defeat in the Europan elections despite -- or precisely because of -- their 
nationalistic slogans. Their high-handed president Jacques Chirac is no 
longer the unchallenged hero of the past. But the Gaullists are not a re- 
liable partner for the future. They attack the government policies without 
offering alternatives. And the groups belonging to the political center, 
which are still united in a parliamentary group in the National Assenbly, 
insist on their separate existence. They thereby thwart the possibilities 
fora solid appearance, they deprive themselves of their credibility and they 
lack any kind of power of attraction for changeover voters. 


Bonn Needs a Strong Neighbor 


It is scarcely any different on the left. There, Georges Marchais, secretary- 
general of the Communist Party, declares that he would ally himself with the 
devil in order to overthrow the government. There, socialist leader Francois 
Mitterand worms his way into the favor of the communists as an ally, as if he 
had not learned any lessons from the election defeats in 1974 and 1978 and 
from the treason of his partners of yesterday. But Mitterand, more contro- 
versial than ever in his party, has to acquire a leftist profile and Marchais, 
intent on drowning out the conflicts in his own ranks, forces a policy of ac- 
tion because he would like to dominate the stage. Behind this is neither a 


strategy nor a concept. 


Meanwhile, the difficulties of France, as paradoxical as it may sound, do 
not stir up any serious dangers for the position of the president. Giscard 
is a statesman of stature, and it benefits him that the opposition is less 
powerful than it could be because it criticizes jointly but fights separate- 
ly. Despite the failure of his austerity policy Giscard can make use of the 
fact that an alternate policy is not being developed anywhere. Even the 
danger of a “hot fall” is relative, for the unions are at odds with one an- 
other and experience shows that the voter base can only with difficulty be 


mobilized during high unemployment. 


The question for Giscard of reelection in the spring of 1961 thus has the 
following aspect: How to win without giving up the policy that has been 
recognized as correct? If he wants to impel the French to change their way 
of thinking he must be able to show successes, but that he cannot do. It 
would therefore be near at hand for him to give sometimes autocratic Prime 
Minister Barre the ax as a scapegoat. This change at the head of the 
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government would of course not be equal to a political change of course. 
Giscard is, after all, not a man who trims his sails to every wind in order 
to suit the public. 


As things stand now, France's only chance of restoring its equilibrium is if 
Giscard endures. His success is in the interest of all member countries of 
the European Community: If France slides even deeper into crisis, other 
nations will also not be spared. Bonn, above all, must hope that France 
will be saved from any fateful upheavals. Some French politicians on the 
left as well as on the right nevertheless fear that the Germans would use 
the presence of an economically weakened France for claiming political and 
economic leadership in Europe, careful as Chancellor Schmidt may be to 
counter precisely this suspicion. In reality the German interest is of an 
entirely different kind: The FRG needs its strong neighbor France, a stable 
partner for the economy and an unweakened partner in the European concert. 
If both countries continue to develop in opposite directions because of 
economic imbalance, the laboriously constructed political equilibrium in 
Europe would easily become unsettled again. 
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PARTIES COMMENT ON BERLINGUER'S ‘"RINASCITA' ARTICLE 
Content of Left Analyzed 
Rome RINASCITA in Italian 31 Aug 79 pp 7, 8 


[Article by Francesco De Martino: “The Question of the Left and Its 
Current Content™] 


[Text] Although we cannot discuss the conclusions, 
we must not lose sight of the central point in Ber- 
linguer's proposal for an advance toward socialisa 
amid liberty and democracy, sustained by an alliance 
between the fundamental forces of Italian society. 


In the debate which has been taking shape concerning the Berlinguer inter- 
view in DER STERN and then the article in RINASCITA, the contingent policy 
topics in the end carried the day: As far as I can tell, the more basic 
topics were left untouched. Influenced by the concerns and interests of 
the moment, the criticisms were not always objective and were wide of the 
mark. For example, much was made of the reference to the danger of a 
Chilean-style coup in case of a bitter frontal clash between the parties 

of progress and the moderate and conservative forces; it was said that 
Italy is not South America and that was supposed to mean that certain events 
cannot happen in Italy. Still, it has not been many years since everybody 
was afraid of a coup d'etat and everybody was talking about this all cover 
the place. I do not find that the reference to Chile is opportune but I 

do think that the reference to the risks of reactionary attempts, at a 
moment when the left-wing forces are moving closer to a position in gov- 
ernment, is fully justified. In our most highly civilized Western Europe, 
democracy, between the two world wars, was being battered and beaten by 
fascist reactionary movements on various occasions and whenever there emerged 
a concrete possibility of an overthrow of the old class relations, as in 
Italy and Germany, or whenever a democratic revolution was underway, in a 
socialist sense, as in Spain. Those who laugh at these risks have either 
given up fighting for radical changes or are not afraid of becoming involved 
in adventures which generally ended in disasters for the worker movement. 








From this awareness--which the parties of the left and any sincere demo- 
crats with sound liberal convictions must never abandon-—we must not 
necessarily derive a policy of accord with the moderate and conservative 
forces and, in particular, with the DC [Christian Democratic Party], so 
that we know what we are talking about here; instead, we must derive from 
this a vigilant attention to the real status of the balance of power in 
society and we must coordinate that with the possibilities and the lini- 
tations of reform drives. Failure to take the real facts into account, 
failure to evaluate all of the data of the situation, including those of 
an international nature, and, naturally, the readiness of the masses to 
take upon themselves the sacrifices necessitated by the changes in the 
system, strictly implementing the democratic method--all that can expose 
us to defeats of historical significance. In a more general sense, the 
problem consists in identifying ways for launching a complex of reforms 
in a socialist direction; among these, the choice of alliances with var- 
ious socialist forces assumes great importance. This problem is of funda- 
mental significance for the parties that proposed to implement a gradual 
socialist revolution by using the democratic method. This cannot be 
considered resolved so far, also because we have no model and no prior 
experience. Berlinguer's article makes a high-level contribution to the 
discussion of this problem whose seriousness and complexity are evident. 
I would not say that his proposals can be considered to be a definite 
solution. 


It is rather unique that the various critics missed the central point of 
the thesis. It is stated clearly: "We continue to be convinced that an 
advance of socialism amid liberty and democracy, in Italy and in Western 
Europe, demands not only a political and social alliance of the forces 
that move and sustain a really revolutionary process but also requires a 
clear and faithful definition of the concrete terms of the compromise 
which the renewal-oriented social political bloc offers to the other conm- 
ponents of society in order to win their consensus or at least neutrality 
in the specific historical phase." On the basis of the similarity between 
the current Italian situation and the situation in 1946 and hence the time- 
liness of the proposal drafted it that time by Togliatti for a new econonm- 
ic policy, we take up the topic of economic and social policy as the sub- 
stance of a historical compromise between Italian society's fundamental 
democratic forces. 


To tell the truth, until he came to Italy, Togliatti had supported the 
policy of national unity and, with strong conviction, he wanted to ex- 
tend it all the way to the monarchic forces; that gave rise to sharp con- 
flicts at the time. The judgement on the so-called Salerno aboutface, in 
terms of recorded history, is far from final. Personally, I am still 
persuaded that the choice of collaborating with the monarchy was a mis- 
take which did not help the republican struggle. But the policy of nat- 
ional unity, pursued during liberation and thereafter, was not a mistake; 
it made it possible to assure the transition to the republic in a rather 
peaceful manner, to approve an advanced constitution with the consensus 
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of the major democratic forces, to start reconstruction, and, above all, 
to avoid the risk of a revolutionary action that would have turned into 
an adventure of the Greek type. However, neither Togliatti, nor the 
Communist Party were able to avoid the need for a tough struggle against 
the DC when De Gasperi barred the left-wing forces from the government 
and started the centrist policy, that is to say, the country's reconstruc- 
tion, by shifting the weight of that effort to the working masses. After 
1947 and for many years, the policy of national unity was put aside and 
the objective of the left-wing forces was to beat the DC and force it out 
of the government, to the point where the socialist choice in support of 
the center-left put an end to the frontal clash and created the premises 
for a new relationship between the major political forces. 


There cannot be any doubt in our minds about the reasons that persuaded 

De Gasperi to make his decision at that time. The international rupture, 
which emerged at that time and the need for rebuilding the strength of 
capitalism in Italy, as an essential factor in the job that the country 
was getting ready to do, certainly did influence his decision. The fact 
is that the capitalist forces at that time were not prepared to enter into 
any agreements with the worker movement. This is why the compromise, pro- 
posed by Togliatti in 1946, for a new economic policy, could not be imple- 
mented. But can the compromise proposed by Berlinguer be implemented in- 
stead and can it serve to promote an advance toward socialism amid demo- 
cracy? We can certainly doubt that and the judgement on Italiam capitalisa, 
expressed in this article, strengthens those doubts. 


There is one feature of the system which emerges very sharply and that is 
the feature represented by the fact that it gives prevalence to the quanti- 
ty of production rather than to the quality of production, with all of the 
distortions and profound imbalances deriving from that. But can the system, 
dominated by private interests, work in any other fashion? This has hap- 
pened in no other country, nor did the social democratic parties, when 

they came to power, manage to introduce a change in this setup; as a mat- 
ter of fact, in time they resigned themselves to managing the so called 
market economy. Let us therefore not talk about the failure of a demo- 
cratic planning effort in Italy during the center-left which did not de- 
pend on the so-called yielding of the socialists but on the resistance 

from the system, that is to say, the private business operators and, to 

a good extent, also the public business establishments (and, to tell the 
truth, this is also due to the fact that the labor unions likewise pur- 
sued a quantitative policy of wage demands). The inflationary phenomena, 
which began to be accentuated in those times, are the inevitable conse- 
quence of the system's logic; it is indeed true that there is no economy, 
no matter how strong, that would be immune to that. Without inflation, 
there cannot be any quantitative growth. The monetary aspects cannot be 
separated from the market system and market expansion today means inflation. 
The output-money balance has been broken and the aggravation of the energy 
problem makes the breakup probably irreparable. 
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The choice for socialism first of all is a choice of value: The quality 

of life in a socialist system certainly prevails over the quantity of the 

goods produced or distributed in an irrational manner. An advance toward 

socialism means moving in that dirrection and, from that angle, Berlinguer's 
article contains not only a response to the problems of the current crisis 
but also a basic indication, a true and proper concept of the world. But 

it is destined to run into resistance from social groups to whom the pro- 
posal for compromise is addressed and, therefore, it is also destined to 

clash with parties that feel its influence, beginning with the DC. 


The discussion however has been opened on a higher level and that seems to 
me to be a positive factor in itself which is contrasted against the base 
machinations which have been carried out here and which sometimes conceal 
a desolute poverty of ideas. The grand debate among the left cannot be 
terminated just like that; it cannot be boiled down simply to maneuvers 

in favor of one or the other Christian Democratic currents, one or the 
other personality who may be a candidate for the post of secretary, nor 
can it be developed on a topic of the government which should come out 
after the Cossiga truce. Instead, it must involve more basic prospects, 
shaking off anything that smacks of provisionality, drafting a political 
and social theory that would be an alternative to the one imposed by 
capitalism, and examining the ways in which that theory can be translated 
into practice. The debate demands not only clarity and sincerity but pri- 
marily a desire for unity because worthwhile results can be obtained only 
if it is tackled as a common expression of the entire left. The question 
of the advance of socialism in Italy can oly be a common question for the 
socialists, the communists, and the smaller groups. If, on the other hand, 
partisan attitudes or the spirit of mutual competition, rivalry, or down- 
right antagonism prevail, then there will be no advance toward socialisna, 
nor will there be any solution to the problems created by the current crisis; 
instead, we will have a serious deterioration of the situation. Perhaps 
the real problem in Italian politics is not so much the problem of rela- 
tions with the DC but rather the problems of relations with the left--a 
left that is united on basic issues and on current choices and that is 
infinitely stronger than each of the parties taken separately. It is 
necessary together to build what is improperly being called the third way 
and what should be defined as the theory of democratic socialism in the 
West. To tell the truth, some of the contributions by great intellectuals, 
such as Bobbio, did have the merit of properly stressing the topic of 
liberty and proposing a correct criticism of the insufficiency of Marx’ 
thinking about the state; but they did not help us in building that new 
theory since they confined themselves to offering the social democratic 
experience which, all over Europe, has been unable to break out of the 
limitations of the capitalist system and which, by the way, is in crisis 
just about everywhere and does not always appear capable of resisting the 
attack from the conservative right. 
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Drafting a new theory for Western socialism within a broad debate could 

be a fascinating task for the entire left, a debare in which we somehow 
begin from the start, all over again, without claiming that any of the 
parties should break with its own history. The discussion on the current 
structure of economic system, on the possibilities of tackling the crisis 
on the problems of energy sources and relations with nature which have now 
become so overvhelming--that discussion could open the way to a confronta- 
tion om current issues. Likewise, an analysis of the social classes in 
Italy, their living conditions, the ways in which the forces necessary for 
a process of gradual transformation in a socialist direction can combine, 
if conducted with rigor and seriousness in terms of method, could be very 
useful to the entire left in beating back the conservative wave which is 
making headway all over Western Europe and in presuming the offensive. 


I know only too well that current relations between the parties and the 
groups on the left are far from permitting that debate. Anybody who is 
talking about a need for unity might look like some sort of utopian, out 
of place and in the wrong century. Still, this urgent necessity is today 
plain for anyone to see, if we only want to look. There certainly does 
exist a communist issue and a socialist issue but there is also an issue 
of the left, of its function and its purposes, and if that is not tackled 
in a preliminary manner, we will not correctly state the problem in our 
dealings with the other parties, with the DC, and with the Catholic-inspired 
movement. Nor will we satisfactorily resolve the problem arising from 
Berlinguer's remarks, that is, the problem of relationships between the 
worker movement and the other social forces as well as the production sys- 
tem. The st@rt of the debate does not seem to provide much encouragement 
but that is no reason for stopping and believing that the split of the 
left is final and incorrigible. What is at stake here is not only the 
cause of socialism itself but also the very possibility of getting out of 
the political and economic crisis which beset us and which can lead the 
country and the working masses to ruin. 





Christian Democratic Party Analyzed 
Rome RINASCITA in Italian 31 Aug 79 pp 8, 9 


[Article by Claudio Napoleoni: “But Is the Christian Democratic Party a 
"Bad Party?'") 


[Text] The majority party in Italy has advanced the 
interests of parasitism and income among the capital- 
ist forces and the real political problem therefore 
is the problem of relationships between the left and 
it--but from positions of strength. 


In Berlinguer's analysis, the “compromise of historical significance" 
would supposedly be established between "those who are only interested in 
how much to produce” and “those who instead are interested in what and why 


19 





we produce.” In this analysis, the two social blocs, which are thus defined 
as « function of their way of relating to production, seem to express all 
that Italian society is supposed to represent: On the one hand, therefore, 
a capitalist reality, interested only in the volume of output or its ex- 
change value independently of the utility values resulting from this effort; 
on the other hand, we have an essentially worker reality, interested above 
all in the quality and meaning of work, the quality and meaning of consump- 
tion, and, in summary, the purposes for which the economic process is ar- 
ranged. 


It seems to me that this analysis is incomplete and that its incompleteness 
gives rise to a by no means irrelevant obscurity of political prospective. 


The incompleteness of the analysis, as I see it, derives from the fact that 
the noncapitalist zone of society, that is, the one which, for the sake of 
brevity, we can define as the zone interested in utility values, is con- 
sidered to be a homogeneous whole with an essentially positive sign; in 
Berlinguer's analysis, we are dealing with the progressive or revolutionary 
areas. But, mark my words, this area instead is profoundly divided into 
two antithetical parts: The first is the part described by Berlinguer in 
terms which I share and to which I can relate; the second one is made up of 
all those social realities which place ubove the development of exchange 
value (of the national income, in more current terms) the assertion of 
particular utility values that can serve as a support for corporative power 
positions. This second reality includes everything which, in recent years, 
has been described with terms such as "state bourgeoisie,” “parasitien," 
and “income” [yield]. This likewise is an anticapitalist reality whose 
role however does not naturally lead to a way out, forward and away from 
the capitalist relationship, but simply in the erection of obstacles in 
the way of its operation, that is to say, precisely, the maximizing of 
wealth as a pure quantity. 


We know quite well that Italian capitalism managed to prevail with this 
reality, without being destroyed by it but instead tieing in with it, in 
ways that it would be important to examine carefully. The thing that I 
think is important to note is that this part which, so to speak, we might 
call the “regressive” part of social reality that is guided by utility 
value, has been and is being represented politically in the DC which, 
through the type of ideological action which is quite natural in it, has 
rallied conspicuous worker masses around it. 


If the analysis is completed in the sense in which I think it should have 
been handled, then one thing becomes clear which in Berlinguer'’s article 
however is completely obscure ani that is that the term “mass parties" 
cannot be used with impunity, without proper qualifying reservation. In 
that article it seems that the “mass parties,” as such, are the political 
reflection of social realities interested in the quality, rather than the 
quantity of the economic process. That can also be accepted but only with 
the decisive qualifying reservation that, since these social realities are 
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partly “progressive” and partly “regressive,” the parties in question there- 
fore play opposing roles and that the opposition, in which these roles find 
themselves, is heavily accentuated by the fact that the party, in which thz 
corporative social reality is expressed, has always been capable of bviid- 
ing a relationship (if you will, a compromise, which was truly sistorical) 
with capitalic= reality, in other words, it has somehow been zble to link 
the interest in inferior quality with the interest in pure quantity. 


Does all of this perhaps mean that the problem of the “historical compro- 
mise," stated by Berlinguer, is a false problem? I do not believe so. I 
am convinced that we must move forward to a “positive” relationship with 
the DC and that we must rule out the alternative of a frontal clash with 
it. But, if the correction of the analysis which I have proposed here is 
acceptable, then this means that, precisely for the purpose of establishing 
a positive relationship with the DC, the essential issue posed here--which 
is missing in the Berlinguer article--is this: How does one establish a 
relationship with the DC “from positions of strength?” What do we have to 
do so that, in th@t relationship, the critical element, the element destined 
to establish the form of the relationship, will come from the i*ft and aot 
from the DC? If, after ali of the policital vicissitudes following 20 June 
1976, we do not ask ourselves this question, then we will not advance cone 
inch in spelling out the policy of the left-wing forces. 


In ay opinion, Berlinguer is making a mistake in treating the political 
scientists with haughtiness and disdain. They have formlated and, with 
commendable obstinacy, they continue to formulate tis simple question: 
Why was and why is not the greater election strength of the left, as com- 
pared to the DC, expressed in greater political strength? That question 
is fundamental also within the line of the historical compromise and if it 
is not resolved, then the line itself will mean less than nothing. 


During the last government crisis we witnessed this paradoxical situation: 
The DC prevented the formation of an administration with a socialist dir- 
ection, claiming that such an administration would have limited the rela- 
tionship between the DC itself and the entire left; at the same time it 
continued to veto the participation of the communists in the government; 
at the same time it continued to veto the participation of the communists 
in the government; in other words, it insisted on the position which pre- 
cisely prevents the relationship with the entire left. And the left was 
entirely powerless in coping with this game aud, without any chance of 
responding, had to suffer the Christian Democratic initiative. This is 
certainly just one episode which however will give us an exact measure 

of the profound corruption that developed in the line aimed at unqualified 
relations with a patty which is the expression of the less healthy portion 
of the country. 


It seems to me that, as far as the Communist Party is concerned today, the 
issue of relations with the other forces of the left is much more important 
than the iesue of relations with the DC. One can no longer continue to talk 
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about the encounter among the three major popular components of Italian 
society, as if this were a reality endowed with t 1e same social and polit- 
ical sign. We do admit that this meeting must taxe place; but we add that, 
inside, the left does not, through its unity, find a position of strength 
which would enabie it to imprint its sign and its form upon this meeting, 
so that the meeting itself in reality becomes a subordination to the per- 
spectives and the hopes aimed at “quality” that would be superior to simple 
"quantity" to the policy of those who act to acquire "quality," who are 
also inferior to that “quantity” which always, with all of its limitations, 
managed to develop a part of the world. 


There is obviously one great point of merit in Berlinguer's article and 
that is that he once again proposes, as elements of a p-litical discourse, 
the grand topics of breaking out of exploitation and alienation. But if 
we want to make sure that they will really and not just rhetorically be 
the elements of a political discourse, then it is necssary that they be 
proposed as the grounds on which one can build a new left. Apart from that 
in-ention, which is not found in Berlinguer's article, those topics will 
not give rise to any political solution that would have a minimum of pro- 
bability of success. On the other hand, to make sure that this intention 
will be determined and will be manifested, it seems necessary for the PCI 
[Italian Communist Party] to become capable of greater openings toward 
everything which, outside of it, has been developed in recent years by 
culture and politics. Let me give just one example which seems to me 
particularly significant. and which by the way is directly suggested in 
Berlinguer's argumentation. He is very timely in calling for the central 
role of the working class in the process of transforming society; it is 

a good idea to recall for the benefit of those people who today consider 
the working class to be a social category, not endowed with any particular 
status in the midst of all the other categories, that all modern society, 
regardless of its current complexity and regardless of the number of indiv- 
idual categories making it up, is governed by the capitalist social rela- 
tionship, in other words, the relationship of wage labor; in other words, 
it is not a bad idea to recall that, if the Marxian prediction of a polar- 
ization of society into the two classes of proletarians and capitalists 

did not materialize, then nevertheless the realities that did develop and 
were added to those two "poles" are always deprived of their own autonory 
and are part of a social fabric which lives only because the capitalist 
relationship works. On the other hand, we know that the material place, 

in which this relationship develops typically, that is to say, industry, 
has reached a degree of development in which it is very difficult to guar- 
antee any further increases in manpower employment and where tuture in- 
creases in industrial output will always reveal a tendency of being derived 
more from increases in productivity, rather than from increases in employ- 
ment. Nor can one think in terms of turning this tendency around (even 
within very narrow limits) if one does not wish to renounce a growth which 
is essential to that liberation from alienated work which is considered the 
basic objective of social transformation. It fellows from this that the 
purpose of increasing "productive" employment is pursued outside the 
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traditional patterns, assuming new contents from the category of productive 
labor itself. We are dealing here with a decisive field of theoretical and 
political idea development in which the entire left is called upon to mea- 
sure itself and where there is already an initial cultural accumulation 
which however took place almost completely outside the schematicisms with 
which the Commmnist Party has so far formulated its own program statements 
(here it suffices to think, in connection with these statements, of the 
complete obscurity of the concept of “production base" which still keeps 
coming up in those statements as the main support of the entire line of 
argumentation). 


To conclude, it seems to me that the Berlinguer article contains a dispro- 
portion, if not a contradiction, between the broad range of the objectives 
of transformation which are being stated and the poverty of the political 
strategy since the latter lacks the question which today is preliminary 
with regard to any line, that is, the question of recasting the left, in 
order to overcome its current fragmentation and hence to eliminate the 
reason for which every individual force on the left succumbs whenever it 
tries a relationship with a political reality, such as the Christian Demo- 
cratic one, which, since it is a mass relationship, nevertheless does not 
sease to be the expression of regressive forces. In this sense I believe 
that the judgement, which others have already come up with, the judgement 
of immobilism is correct: Today it no longer means anything at all to 
propose once again a policy of national unity. The issue instead is this: 
How does the left acquire a position of strength from which it can proceed 
to draft any political proposal addressed to the others? 


Turning Point and Alternative 
Rome RINISCITA in Italian 31 Aug 79 pp 9-11 


[Article by Lucio Magri: "The Topics of a Change in Direction and an 
Alternative" ] 


[Text] Self-criticism and rethinking on the part of 
the entire left are possible by again tying the ques- 
tions of growth together on the grounds of a new-type 
transition. 


L. I always admitted that the strategy of the historical compromise con- 
stituted an attempt to respond to real problems which the left cannot and 
must not remove: The extreme gravity and the pressing rhythm of the 
Italian crisis; the fact that it is impossible to get out of that crisis 

if one does not launch the transition toward a new system also by using the 
government; the fact, finally, that so profound a transformation is impos- 
sible without the active consensus or at least the neutralization of sec- 
tors that are still caught up in the Christian Democratic bloc, on a ques- 
tion of the balance of domestic and international forces, but also because 
a process of transition, due to its very nature, today is destined to mingle 
all of the lineups once again. 
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For these reasons, we of the PDIP [Proletarian Unity Party] always 
avoided opposing the proposal for the historical compromise with the 

idea of a lengthy castling move in the area of social conflict, or 

merely reducing the topic complex of the alternative to the topic com- 
plex of alternation which, behind greater intransigence on the part of 

the various lineups, conceals a vision of the Italian crisis as a marginal 
and residual phenomenon; we delude ourselves to the effect that we are re- 
solving it by realigning Italy “with the West" precisely because that idea 
considers the 51 percent in parliament plus an alliance of the “modern and 
progressive" forces in the country to be sufficient. 


But it was necessary to discuss and to find out whether the proposal as to 
the historical compromise could really resolve those issues. But we refused 
from the very beginning precisely because of that and experience now has 
introduced quite a few elements to support our conviction. Nobody as a 
matter of fact can deny that the historical compromise today is in extreme 
éifficulty not only and not so much because of the persistence of its ad- 
versaries but also and above all because of the wear and tear on the array 
that was supposed to impose and direct it. 


The question now facing not only the PCI but the entire left concerns the 
direction in which one should develop self-criticism and resume the init- 
iative. Must we seek new and different answers to the problems from 
which the historical compromise sprang? In other words, must we seek 
programs, alliances, and forms of struggle that will be more in keeping 
with the nature of the crisis and that will be capable of producing a new 
political direction and a new development model within a certain time 
frame? Or, to save the facade of a policy, is it a good idea to remove 
the awareness of those problems itself, in other words, to dilute the his- 
torical compromise into a kind of method affirmation (the constitutional 
agreement), to reduce it to a “philosophy of broad understandings," in 
summary, to forget agout selecting protagonists, contents, and time inter- 
vals that constitute the concrete nature and the rigor of a true political 


proposal? 


Getting into the recent debate on the vote of confidence for the govern- 
ment, I expressed the fear that the PCI might be moving in that second 
direction because of the gathering of diverse forces and inspirations “on 
the righc" and "on the left," both at home and abroad. 


Paradoxically, after having argued bitterly for many years against the 
historical compromise, I thus found myself urging its promoters not to 
liquidate it in too painless a fashion, throwing the baby out with the 
tath water, as it were. On that occasion, Comrade Berlinguer invited me 
to read the article which was soon to come out in RINASCITA and in which 
he tried precisely to revive the reasons making up its own original pro- 
posal by revitalizing those reasons, 
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I now admit that the article proposes a field of different and considerably 
more fertile confrontation than what we found in his report to the Central 
Committee and the ill-considered interview in DER STERN. 


It. is important, for example, to emphasize the concern with offering a 
government solution to the country's crisis and being able—by thus giving 
the opposition a time frame and an area of verification--at the proper 
time to move against the lazy illusion of a "compromise" based on the 
sharing of roles which the DC wants and which many communists may find 
convenient. It is furthermore important to make sure that the analysis 

of the crisis itself be modified, even if only in outline, thus correcting 
that framework of production stagnation and social decadence toward which 
Berlinguer himself had inclined and which offered quite a few arguments 

for the two-step policy and the mystery of the fight against inflation. 

It is important that the problem of the “compromise” with forces only partly 
interested in transformation or threatened by it be at last distinguished 
from that of the political and social bloc which must be the active sub- 
ject of this transformation; this is so because this places the issue of 
the unity of the left and the issue of relations with the DC, the unity 

of the various components of the proletariat and relations with the produc- 
tive bourgeoisie, on entirely different levels. It is important finally 
and perhaps above all that we underscore, as an element characterizing the 
current historical phase, the crisis of a quantitative concept of growth 
(even though it may be corrected by redistribution measures); therefore, 

on the one hand, it is necessary to make sure that, abandoning any blanket 
accusations, we upgrade the rational content of new needs and emerging sub- 
jects (the refusal of the young people to engage in alienated labor, the 
criticism of industrialism) and, on the other hand, that we reject social 
democracy not because of its past betrayals but because of its current 
inability to escape from the hegemony of the capitalist system and its 
value. 


But it is even more necessary to establish that, if we move in that dif- 
ferent and more interesting direction with too much circumspection and 
without challenging choices that have already been made, then we will to- 
day be doomed to an extreme and preoccupying generic approach to prospects 
and proposals. While the historical compromise in the beginning appeared 
with a precise determination of conversation partners, programs, and also 
tactical links, this is again proposed in Berlinguer's current article only 
as a very general indication of topic complexes and a very general choice 
of the inspiration with which they should be tackled. The policy (programs, 
alliances, steps, tactics) evaporates. In summary, we see advancing here 
a kind of separation (and coexistence) between a practice which retains 
only the vaguest formulations for the most offhand practices of the his- 
torical compromise, on the one hand, and a strategic reflection, on the 
other hand, which does not manage to come out specifically in terms of a 
political line. 
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For these, its merits, and for these, its limitations (which, we must note, 
are limitations of the culture and experience of the entire left), it seems 
to me that the article deserves less superficial attention--and above all 
less instrumental attentior with respect to the immediate political man- 
euver--than it obtained. I would like to make some observations here and 
to ask some questions in order to contribute to common reflection. 


2. First of all, some observations of a historical nature. We all know 
that, in the summer of 1946, when the article by Togliatti, which Ber- 
linguer cites, was published, the DC and the ruling classes were preparing 
the termination of antifascist unity and were establishing that political- 
social equilibrium on which their power was soundly erected. Now, it seems 
to me that Togliatti saw what was happening only too late and that he 
interpreted it only in an approximate fashion. He by far underestimated 
the strength and determination with which De Gasperi, after a patient 
period of waiting, was handling the change in direction and, when things 
became entirely too evident, he interpreted that change in direction as a 
pure attempt at restoration. This is why he spoke at length (1948-1950) 
about a push toward fascistization and at even greater length (at least 
until 1955) he ignored the tremendous dynamism which Italian capitalism 
had reguined as a result of this change in direction. These are under- 
standable mistakes in that political and cultural contest (perhaps also 
partly necessary in a phase of strenuous defense); but today they are 
being criticized for failing to draw the proper lessons from what had 
happened. The Italian bourgeoisie in reality at that crucial moment was 
not wrong in evaluating its own interests, strategic as well as tactical; 
partly also due to action taken by De Gasperi, it had the capacity to 
launch an ambitious operation: The plain and simple restoration of its 
own political and social power, but on new foundations which would create 
prospects for growth. This in other words was related to the antifascist 
revolution, a relationship of rupture and continuity at the same time; the 
results of the "compromise" (the Constitution, the Republic, labor union 
rights) were not wiped out by the new clash but were restricted and dis- 
torted, so as to turn it into an element indispensable in a new kind of 
expansion; that expansion provided room in which to stabilize that compro- 
mise itself, in spite of the clash and, almost, because of it. This is a 
classical example of “passive revolution." 


It is important today to have a clear view of all this in order to under- 
stand the following: 


(a) That a "compromise" cannot be drawn out for a longer period of time as 
an equilibrium and as a stalemate between contradictory social classe 

and models; at a certain point, the novelties which it produces must lead 
to a new and precise hegemony and to a new, coherent way of running the 
economy and the govern ent. In recent times we found ourselves in a very 
similar situation once again. 
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(b) That the structural and institutional framework in which we moved at 
that time is not one of an undifferentiated "“democratic-antifascist revo- 
lution"; it is the offspring not only of the Resistance but of the year 1948. 
Underscoring the peculiar elements of the Italian case, the continued exis- 
tence of an “advanced democracy" in it therefore cannot persuade us to be 
silent on the basic nature of the system in which we live and the qualita- 
tive rupture which emerges once again when that “advanced democracy" un- 
folds all of its potential. 


(c) That the resistance “compromise” managed to survive not only by virtue 
of the strength and the shrewiness of Togliatti's line but also because 
that strength and that shrewdness, could be exerted in a historical phase 

of expansion of capitalism in the West and could be based on a contradictory 
but powerful democratic push from the antiimperialist movement in the world. 
Today on the other hand these elements seemed to be missing. 


(d) That, finally, and obviously, the entire fabric of political and social 
forces must today be reconsidered in the light of that complex evolution 
which was not hypothesized in its original form (as Scoppola does for the 
DC and as Berlinguer also does often in talking about the “grand popular 
forces"). In summary, this involves not only an effort to revitalize the 
content of the “compromise” but also to establish the qualitative diversity 
of the subjects that mugt constitute its foundation and, moreover, the his- 
torical impossibility of repeating an operation of “passive resolution" 
which had a democratic and progressive sign. 


3. These observations on the past persuade me to ask some questions and 
to state some objections on what Berlinguer proposes today. : 

(a) The question of the program. The line of the historical compromise 
was born with a rather well-defined program base on which broad consensus 
could be achieved. It was the hypothesis of a resumption of production 
growth based, on the one hand, on the struggle against a thousand forms 

of parasitism which had grown in the shadow of the DC system and, on the 
other hand, on the spread of group consumption as a new and critical ele~- 
ment (the new demand packages). It was obviously not an assumption which 
--as had been true in the case of the center-left--was tied to confidence 
in the system's self-propulsion capacity but which nevertheless was still 
governed by the confidence that it retained a strong growth potential and 
that there would be an objective agreement of interest among the working 
class and big capital in order to institute a series of reforms, against 
the bureaucratic-parasite bloc, as a basic requirement for renewed growth. 
Scalfari is not entirely wrong in polemically reminding Berlinguer that 
this is what was involved originally. But he is wrong to be silent on the 
fact that capitalist reality afterward expressed quite different tendencies. 
The crisis gradually revealed its international and long-term character (it 
thus struck more and more countries, such as France, which did not have the 
same type of parasitism and bureaucratic inefficiency and which had much 
more determination than we had in tackling the first symptoms of crisis 
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through rationalization). The processes of capitalist reorganization 
(decentralization plus accentuated dependence on exports, geographic 
concentration of investments) as a matter of fact are not running toward 
greater employment, nor toward more balanced growth. There has been 
growing antagonism, not only in Italy, and there has also been a recip- 
rocal functional relationship between capitalist expansion and the wel- 
fare state. Finally, the social bloc which is called upon to promote 
and manage that line of transformation has been breaking up, rather than 
growing stronger; this happened not only because “parasitism involves 
an ever larger portion of the bourgeoisie (public but also private) and 
a portion of the proletariat (supported or protected), but also because 
the new social subjects, which have grown in antagonism to the old re- 
gime, now express needs, attitudes, and cultures which go beyond any 
possible capitalist horizon. 


Nor can we be silent about the fact that a policy of restricting parasi- 
tism and income, a policy of profit incentives and market promotion, over 
these past three years, precisely thanks to the support of the PCI and the 
backing of the labor unions, was seriously attempted also in Italy (to the 
detriment of bank earnings, housing, civil service employment, etc.) but 
that helped finance a kind of recovery that is not only asphyxiated but 
absolutely different from the one that had been hoped for. 


Even those: people who do not believe in the effectiveness of the new free- 
enterprise approach, the spontaneity of the system such as it is corrected 
by widespread conflict, anybody who is fully aware of the lasting serious- 
ness of the crisis and the difficulty in providing real satisfaction for 
new needs must now admit the necessity of developing a qualitatively new, 
ambitious but coherent programmed design and the need for spelling out in 
it that grouping of objectives, that “critical mass" of action to be taken 
"totally and right away" in order to set in motion a different and effec- 
tive operation of the economy and the state. By not commiting itself ser- 
iously in this field, by hesitating between basic generic options (plural- 
ism, economic planning, etc.) and the practice of immediate measures or 
sector-oriented actions, the left in recent years was forced increasingly 
to relegate the questions of content to second place and it lost the cap- 
acity to offer the masses, even before any results, a perspective in whose 
name they could mobilize themselves and possibly sacrifice something. 


Now, here is the big question which I want to ask: To correct this progran- 
matic weakness, is the basic idea of austerity, albeit developed, enough? 

It seems to me that the answer is no. On the one hand, because it is not 
only, nor above all on the consumption side that one can modify a type of 
development which is increasingly brought about by investment choices, by 
technological options, and by international integration. On the other hand, 
because, in the area of consumption itself, we right away encounter the 
basic structures of what we call the reproduction apparatuses (schools, 
community life, information, etc.) and we wind up with even more radical 
conflicts with the existing order and the common mass feeling; we are thus 
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overwhelmed right away if we are not backed up by the strength of an overall 
and simultaneous operation on all sides. Is it perhaps just coincidence that 
the discourse on austerity has been received and viewed as a moralistic dis- 
course or as pure acceptance of compatibilities? 


The tough and risky political choice which in reality must be at the founda- 
tion of the new program search and the restraining element is represented 
by the jump from a (1945-style) “compromise” between the bourgeoisie and 
the proletariat in a “dominant” capitalist context to a “compromise” (which, 
in an entirely different context, for example, was represented by the NEP) 
between the bourgeoisie and the proletariat in a “transition” context. 

This jump cannot be accomplished if we do not start with the forces that 
in full awareness establish for themselves the objective of breaking out 

of and away from capitalism. Here is the problem of a “common program 

of the left" as distinct from that of a program of agreements with other 
conversation partners. But here, not by chance, we are already beyond 

the original horizon of the “historical compromise” (as we are, by the 

way, beyond that of the horizon of “alternation"). 


(b) The question of the subjects of a transformation alliance. Berlinguer 
is right in saying that we need not be silent on the need for a compromise 
with sectors in the enemy field in order to recover certain forces and neu- 
tralize others in it. His design however must include the PCI and the DC 
which until today have been protagonists and actors in this relationship. 
And this is done not out of a mania for totality, out of the fetishism of 
big numbers. Instead, this is so because it was assumed from the very 
beginning that these were the big forces that would be capable of achieving 
a steady mission from the fundamental interests involved in a process of 
transformation, forces that would at the same time be capable of “decapi- 
tating" the strata struck by that process, for the period of time necessary 
in order dynamically to recover their consensus. This design did not lack 
coherence altogether precisely because the basic understanding between the 
DC and the PCI was the political element necessary for compensating for 
the difficulty and frailty of a social convergence which from the very be- 
ginning lack any broad margin and for running a movement that was allowed 
to keep growing partly also because of the needs arising from competition, 
until the eve of the government test, as the sum total of demand drives 
which often conflicted with each other. This in other words was the theory 
of “decapitation” which only Rodano explained up to a certain point. 





That does not take anything away from the fact that this understanding 
turned out to be impracticable in the light of the facts. It has become 
rather evident that the PCI does not have--even less so than it did in 
1945--a proxy relationship, a fully charismatic power with respect to the 
working class itself. Its extraordinary strength as a gathering place for 
the opposition springs not so much from its being a subject of government 
but rather from the multiplicity of interests which it has come to express, 
from the much more laic relationship (both in good and bad terms) with its 
own rank and file, by virtue of the wear and tear on the international 
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authority that sustained it. The question of the unity of the left (in 
the form of political unity and as a social bloc) therefore emerged once 
again in all of its problematicity precisely at the moment when the polar- 
ization apparently seemed to have been almost completed. 


In second place and above all it has now become clear up to what point the 
renewal of the DC can go and where it cannot go. It is not so much the 
case that, as people have been accustomed to say, the parasitary interests 
exercised their veto or the “cafds" of the “regime” did not agree to let 
go of anything. Instead, in this area, the DC did display mme courage 
(I am thinking have of the relationships with public employment and with 
housing ownership) as well as some effective ductility (in accepting the 
sharing of power on certain levels). But, as was obvious, it proved to 
be structurally incapable of accepting and, even more so, promoting a pro- 
cess which was bound to create a crisis for its component factors and mo- 
tives, that is to say, its way of making policy (everything being smoothed 
out on the basis of mediation), its way of governing (everything being 


smoothed out through day-by-day management), and its organic rejection of 
a blueprint and an organic social bloc to be used as reference. In tackling 


the country’s crisis it would have been necessary not only for the DC to 
agree to involve the entire left in the government but also to agree to 
having it associated in a different and new political direction--and that 
of course goes beyond its very reason for existence. 


During those years, the DC arrived almost at the extreme end beyond which 
it would have dismantled itself as a party and it even went perhaps far 
enough to make its own crisis irreversible, as we are beginning to see 
today (by simply trying to hold things together and postponing any choices). 


In summary, the idea of an understanding between the major parties, as a 
way to “decapitate," as a way to remove difficulties that have remained 
unresolved on the social level and to get the DC to collaborate in its 
own euthanasia simply no longer holds water. 


On the other hand (and this is a complex analysis that must be pursued to 
the end), in the midst of the country's crisis, the social subjects, which 
originally were supposed to have been the protagonists of the “historical 
compromise," have become gradually modified: The working class has broken 
up at least into two major sectors on the labor market (with differentiated 
interests, cultures, and forms of behavior); and it does not seem to us that 
the bourgeoisie can be broken down into any further components, other than 
the two components of entrepreneurship and parasitism, because a new and 
very active small-medium business segment has grown here and big private 
capital has become rather more “assisted.” The parasitary strata in turn 
are no longer, nor primarily, made up of bureaucratic privilege and absen- 
tee ownership income but also of new figures who together are taken care 

of by the welfare state and who are pushing new demands for progress (the 
young people, the teachers, and so on). 








Now, it has to be ome or the other. Either we refuse to tackle the problem 
of defining a historical bloc, which is what the new free-enterprise and 
libertarian culture both on the left and on the right wants, in other words, 
we seek refuge in a mystique of conflict (which implies great confidence in 
the system), in summary, we remove the topic of the crisis and the topic 

of the social system and of the political power necessary to overcome it. 
Or we commit ourselves to a new effort of reclassifying the alliances. 

Or specifically: Either we think in terms of being able to refrain from 
getting involved in everything which the DC represents today (considering 
it in a rather simplified manner as just any other moderate party in the 
West); or we must address ourselves to the problem of a “rupture” of the 
DC, of its political and social bloc, and of the conditions and itineraries 
which can bring this about. Either we put our trust in the spontaneous 
game of aggregation and the conflict of social interests; or we force our- 
selves to do a better job in separating both the discourse on the bourgeois 
conversation partner (for example, does the sector of the capital of the 
multinationals continue to be the “most modern™ or could not the “sciur 
Brambilla" [sic], who in the given framework represent the right wing of 
the bourgeoisie, in a modified framework, turn out to be the more advanced 
conversation partners?) and the discourse on the proletariat (by decipher- 
ing the complex dialectic which is behind the emerging subjects or by 
seeking the key to a new type of efficiency and growth in certain aspects 
that disrupt the worker revolt). 


Nobody has so far come up with any definite and convincing answers to 
these questions. But is it not high time to do away with the litany of 
formulas such as the formula of “solidarity of the major popular compo- 
nents" behind which the struggle of each against all the others goes for- 
ward in practice? Can one in the long run overlook the fact that, instead 
of winning the DC over to an understanding, we are with each passing day 
wearing down the political understanding and cultural affinity between the 
socialists and the communists to a growing degree or can one, for that 
matter, overlook the fact that, instead of winning ever broader capitalist 
sectors over to the idea of a dialogue, the alliances between the employed 
working class and other proletarian sectors have now cracked? Even those 
individuals who, like Berlinguer, underscore the value of alliances sho 
properly credit those phenomena and should distrust the subtle charm of 
"splendid isolation." 


4. The question of tactics, which, in the Italian political debate, is 

being increasingly separated from the question of strategy and which is ' 
being downgraded to a daily maneuver (now here we have a beautiful example 

of the “overcoming™ of Leninism). Through what “passages,” what watch 

words does the PCI today think that it can reopen the road leading toward 

a turning point and once again propose the issue of a new political di- 
rection. 


Berlinguer's article does not tell us that and this of course is quite 
understandable; but I must confess that I did not find a comprehensible 
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answer even in the latest Central Committee [report] or in the parliamentary 
debate on the vote of confidence. In recent years, one "tactic" of the his- 
torical compromise was decipherable and it was the tactic of the national 
unity governments, of successive steps leading to the legitimation of the 
PCI as a force in government. The emergency was to open the way to a more 
organic and profound understanding. And nobody could say that this could 
not be done in a useful fashion. If this is not done within an entirely 
institutional and political approach (and it certainly would not be an 
accident if it were to be done in this fashion), if even at the most 
favorable moment it were to be qualified with more precise demands on the 
level of the actual government setup and above all if it were to be dev- 
eloped by stressing the contents, clearly discriminating contents, moreover, 
then perhaps the watchword of the emergency could create real difficulties 
for the DC and bring about not only a more stringent verification of the 
hypothesis of the historical compromise but also the maturation of alter- 
nate ways out. 


But this is not the way it came out. Now however the watchword of admit- 
ting the PCI into the government--although it does retain its great basic 
value—does not appear to be realizable any time soon and above all has 
lost much of its effectiveness in building lineups or mobilizing forces. 
This might not be exactly pleasing (as a matter of fact, I do not like it 
at all because it is the sign of a retreat and not an advance in this sit- 
uation) but it happens to be a fact. So, now we ought to advance the idea 
in the PCI that we need a wait-and-see phase so that the adversaries or 
the reluctant allies might experience the fraility of their own alternate 
assumptions and so that the conditions may thus be created for resuming on 
our interrupted way. A kind of return to the situation prior to 20 June. 
But do we have the conditions for that? I do not think so. The country's 
crisis is severe. There is no majority in parliament if the entire left 
remains in the opposition. Should we now discount or should we favor a 
rehash of the center-left, perhaps even seasoned with “broad understandings" 
on the local level? But apart from the price which this would involve in 
the area of internal relations on the left, is it reasonable to expect the 
PSI [Italian Socialist Party] to accept this role? Or is it more likely 
that the PSI in this case would take something of a chance and go full- 
speed after the socialist premiership and pussible early elections? How- 
ever, can the PCI hold on to its current election strength level and its 
social links through a wait-and-see phase, navigating with difficulty among 
mass movements which would become radicalized and choices of “national res- 
ponsibility”" which the crisis would impose? I am convinced that, in con- 
trast to the early seventies, a move of this kind, extended over a longer 
period of time, would not lead to the strengthening of the push to the 

left and the communist area but rather to a breakup of the left and a 
shift in its internal power relations. In the end, we might even find pre- 
vailing the tendency that is in favor of accomodation behind that social- 
democratic hegemony which we wanted to exorcise. 
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It ig therefore worthwhile to ask oneself whether, even ir the current dif- 
ficult situation, there might not be—not mly for the PCI but for the entire 
left, also on the “tactical” level—-a different road through which one could 
Present the opposition with precise deadlines and solutions. Certainly, 
both the demand for putting the PCI into the government and the demand for 
a socialist prime minister are not objectives that in themsslves would re- 
solve the whole issue; they are even intrinsically ambiguous and they can 
thus be resolved in different ways. But both of them can regain credibility 
and a positive meaning under two conditions. The first one is that, instead 
of having two competing objectives, they would be considered to be two pos- 
sible immediate solutions which the united left would take up to pursue the 
DC on the topic of the governability of the legislature. The second one 
would be that both are to be subordinated to some very specific but also 
highly characteristic program choices and that the crisis of the Cossiga 
cabinet be built up on the basis of these choices, complete with mags sov<-- 
ment and united battles in parliament, to bring out their evidence and 

their linkage character. That can mark the beginning, not of the crisis of 
the left, but of the crisis ofthe DC. 


I could continue listing examples and asking questions. One question that 
would be decisive among all of the others would be the question as to the 
"revolutionary" party and democratic centralism: Why does the alternative 
between a party reform, in a labor direction, and the restoration, through 
profound theoretical and organizational transformations, in the Gramscian 
intellectual collective, subject of a moral and intellectual revolution and 
(why not?) fighting organization come up again here in such a ¢ry manner more 
so than anywhere else? I will leave this question aside for the moment not 
only because it is particularly complex but also because, personally, and as 
a member of the PDUP, we must on this point likewise go into a frankly self- 
critical reflection. 


The conclusion which we however always arrive at and on which I want to pre- 
sent arguments, because it involves not only the destiny of the PCI but of 
the entire left, is this. If we want to keep the topic of government and 
power open, as we must and as we can, if we want to use the present crisis 
as an “opportunity” for launching a new-type transition process, if, in 
summary, we want to save the red thread of communist tradition (a traditicn 
which we in the PDUP believe we share even though we suffer its limita- 
tions) and if we also want to recover the most active part, the nucleus of 
truth in the most recent policy pursued by the PCI, then we need a courageous 
and profound turnabout, a new elaboration which nobody is capable of by 
himself but which we all must commit ourselves to. This is what we mean 

by “alternative.” 


Precisely because I view this turnabout not as pure liquidation but as a 
forward jump as compared to the past, precisely because of that it seems 
essential to me that not only those in the communist area who in recent 
years were the more or less silent opponents of the historical compromise 
(on the left or on the right, on the side of the “movement” or the side of 
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the “movement™ or the side of the “market™) be directly committed to that 
effort but also firat of all those who from the very begininng committed 
themselves toe that assumption. This is why we gave and still give special 
attention to the political facts of life such as the 

recent Berlinguer article: Wot only fur the intrinsic interest of the 
things that were said but by virtue of the fact that 

said by the PCI secretary and thus expressed the travail and the sear 
of the party as a whole. ° 


> 


It is in this spirit (which is the exact opposite of the sectarian bump- 
tiousness of the organization or the factional spirit) that I express also 
the sharpest criticism and in this spirit I hope that they will be read 
and considered by the communist militants. 


5058 
CSO: 3104 
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COUNTRY SECTION ITALY 


PAST, PRESENT CAUSES OF TERRORISM EXAMINED 
Prankfurt/Main FRANKFURTER ALLCEMEINE in German 25 Aug 79 p 21 


[Article by Hans-Joachim Fischer: “From Disobedience to Terror. The 
Italian Left and Its Extremes. Discussion About the Theoreticians of 
Armed Resistance” ] 


[Text) Rome, end of August. Is it true that in Italy, the freest land in 
the West--as it is often called--ideas are being arrested and thoughts are 
being thrown into prison? Since 7 April of this year, Antonio Negri, profes- 
sor of political science at the University of Padua, has beer in special 
wing G 8 of the Rebibbia prison near Rome. Other spiritual wrongdoers of 

the left extremist “movement,” such as Oreste Scalzone, are keeping hin 
company. Franco Piperno, likewise one of the ideologists of the left-wing 
extremist “autonomy” has recently been arrested in Paris. Italian authorities 
are requesting that he be extradited. Do they want it so that they can 
bring suit against his theses? There are many in Itxly who charge that, 
faced with terrorism, the public prosecutor puts the police into action 
against ideas. The theoreticians of armed resistance who never picked up 

a rifle, never “played” with explosives, are now allegedly being arraigned 
because those who fought with arms against the state and its representatives 
could not be caught. Since the killers of the Christian-Democratic party 
head Moro have not been apprehended yet, since pulicemen, officers of the 
law, and politicians are still being murdered in broad daylight, they turn 
their attention to the professors who call for revolution against the 

state with the word, not with the sword. 


The charge that state power lets carabinieri take positions against words and 
that examining judges rummage through the manuscripts of professors who are 
not in favor weighs especially heavily in a land which loves nothing so * uch 
as individual freedon. 


The Italian left feels it is affected, and it is indeed affected, because 
it has an ambivalent relationship to revolutionary power and violent 
revolution. Some scientists in Italy believe that those who talk about 
future-directed ideals of a better world with equality for all human beings 
are more easily inclined to condemn present reality and to try to use force 
to bring about the utopian realm or freedom. There are vigorous discussions 
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as to what extent the eagerness to use force and forcibly to impose 
happiness on others is inherent in Marxism and socialisn. 


The Italian Communist Party, in any case, is in difficulty. While it once 
used to show indulgence when the legitimate anger of the working class 
turned to violence against alleged or real injustices, it must now apply 
the brakes on the revolutionary ardor of its followers. Now it is the 
communists who in the strongest terms condemn the professorial preachers of 
force. In the past few days, they have started to engage in vigorous 
controversy with the socialists on this issue. On the question of force 
and of the theoretical preparation for it, the left is obviously split into 
several camps. 


"“Castrated Socialism" 


It is difficult to find a common denominator, even if ever so small, for all 
leftists in Italy. They are not even characterized by advocating the 
reconstruction of existing social conditions. The neofascist "Social Move- 
ment" and even the ruling Christian Democrats also want the change. Not 

even the fact that they are taking a position against the right and the middle 
cnaracterizes them universally and adequately, because the strongest group 
among them, the Communist Party, propagates the Historic Compromise with the 
Democrazia Cristiana and wants to govern with this Catholic People's Party 
with the intention of introducing socialism in Italy. But such a “castrated 
socialism," which moreover has little understanding for spontaneous free 
disorder as seed for the new, is despised by many leftists. The second 
strongest party of the left, the socialists, which just recently by with- 
holding its votes in parliament has made possible the present government of 
the Christian Democrat Cossiga--of all things a former minister of the 
interior--has since time immemorial vascillated between socialist reverie and 
the pragmatic power position for the desired coalition partner. Both 
parties, socialists and communists, are solidly incorporated into the systen. 
This is the official left, in no way united, always discoverirg new things 

to divide them. 


Around them there are grouped the radical leftists who dislike one thing 

or another about the large parties. Only one thing unites the “Radical 
Party," the "Proletarian Unity," the "New Left" with the socialists and 
communists: A leftist is anyone who feels like a leftist and who counts 
among his ideological fathers one of the traditional leftist ancestors, 

Marx or Proudhon, Stalin, or Trotsky, Lenin ur Mao. Italy's political 
spectrum does not end on the left with the communists and the small parties. 
There is the realm of the "movement," the “autonomy,” the "guerillas," and 
the revolutionary war of the "armed party," the "red brigades," and the dozens 
of terrorist groups with names that tie together much red, and fight, and 
communism. 


At the moment, this extreme left stands in the center of attention. Sociolo- 


gists and political scientists find to their astonishment that in Italy there 
are neither religious antagonisms as in Ireland nor national-regional ones 
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as in Spain, nor political ones as between Israelis and Palestinians. Yet, 
Italy yields an astonishing terror-balance. In the first half of this year 
alone, 1,704 attacks were perpetrated by extremist groups; 14 people have 
already been murdered by terrorists. 


In the past few months, the number of investigations as to the reasons for 
the rise in left-wing extremism and in terror has grown, however, without too 
much attention being paid to them by politicians and by the public in 
general. No wide discussion on the issue has taken place yet, but there are 
many indications that henceforth not only spectacular assaults will draw the 
public interest, not only political reaction (on the part of security forces 
and of the parties) will follow terror acts, but that the controversy will 

be concentrated also at the prepolitical “cultural” level. 


Many Italians still share the naive view that the acts of political violence 
in their country are but unfortunate coincidences of the individual and of 
society. Indeed, in the case of none of the known Italian terrorists does 
his life's course show a casual consequence towards the perpetration of 

acts of violence; the outcome could have been different. No key answer 

that would quickly explain everything can be found in the deed either. 
Rather, many factors come together before someone assumes the risk of running 
against the prevailing rules of his society. 


Difficult Modernization 


The discussion in Italy also seeks an answer to the question of whether 
terrorism and left-wing extremism can clearly be distinguished from each 
other, whether force is the concentrate of an extreme Marxist-revolutionary 
position. In other words: Can one uncontrollably increase one's aversion 
to the system, one's hatred of prevailing conditions without ever giving 
rise to the temptation to use force? [Would this not be a valid question, ] 
even if the use of force is often enough rejected in theory? This question 
about the “sympathizers” the "flank protectors," as it is said, carries a 
much greater weight than in other countries because of their large number 
in Italy. 


It need not be pointed out that the Italian extreme left has many character- 
istics in common with that in other countries: it is formed in over- 
crowded schools and universities without strong contacts to the working 
classes, furthered by the student movement of the 1960's, the Vietnam war, 
the detente after the phase of the cold, warless war; by neo-Marxism as a 
Weltanschauung with a voice, the change of the fundamental mentality of 
misused or used up idealism towards empiricism, alterations in the society 
that are deemed too strong by some, too inadequate by others; that brought 
in its wake changes which affected the intellectual-cultural as much as the 
economic social area. 


But in hardly any country in the world are the differences between 
industrial development and underdevelopment, between education and lack 
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thereof as widely distributed and as consciously realized as in Italy. 
There might be crasser and deeper differences elsewhere, but they do not 
encompass as many who are aware of it. There contrasts are not identical 
with Italy's north-south division; in Sicily for instance, there are 
enough educated, industrially-stamped academicians, but also many 
uneducated ones, to be sure, who always see before them the distance 

from the industrial standard of living. The social relations which 
survived the two wars largely unchanged favor “the ones above” and con- 
tinue to keep “the ones below" under pressure, without great upward or 
downward shifts have been possible or having impressed themselves on every- 
one's conscience. Italy as a whole has altered the value scales towards 
economic progress. (Only slowly does the understanding for the abandoned 
traditional culture develop again.) And, in part, industrially and 
economically underdeveloped Italy is to be transformed by force and as 
rapidly as possible into a modern European industrial nation. This is only 
partially successful. 


As a consequence, to put it simply, hardly anything works in Italy. The 
young people who come from southern Italy into the big cities first get to 
know society as chactic and unjust. Nothing is simpler than to put 
together a catalog of all that leaves something to be desired in Italy: 
housing shortage, transportation chaos, failing justice, corruption in public 
office, tax evasions, pollution, low pensions, inadequate health, school, 
and university systems, unemployment... Many do not blame all of these 
shortcomings on careless civil servants or unwilling workers but rather on 
the system, the anonymous, and perhaps therefore so evil, society. Nothing 
is more understandable than to get enraged, furious, angry about these 
defects, to remonstrate when a highway is built instead of a heart clinic 
(and then one's mother dies of heart trouble--the example of this young 
revolutionary is known in Italy); but it is equally evident that intelligence 
is at work very selectively and that relationships are overlooked. One must 
not search for logic here but only after the disappointments of the youths. 
If an unemployed person misses an opportunity for a new job because the 
slow mail service delivered the letter of acceptance too late, whom should 
one's ire be directed against? When someone tells him that the post master 
is no good and the whole system is evil and injust and one has to fight 
against it, this can sound quite plausible (this example corresponds with 
reality.) 


The influence of the Catholic Church on the conscience of the Italians has 
decreased rapidly in recent years. Religious values are broken. The 
authority of the hierarchy is shaken, The Second Vatican Council from 

1962 to 1965 played its role thereby, and we need not distinguish whether 

as confirmation of an already completed process or as trigger, Other values 
have taken the place of those lost; untried, the vacuum's suction implanted 
other conceptions into hearts and souls. Even the Communist Party, the 
strongest in West Europe, is not what it used to be: uncritical court of 
social change laying ciaim to absolute acceptance. Where discussion can take 
place, the leadership is no longer in sole possession of the truth. Where 
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formerly the revolutionary elan was kept under strict discipline, the bands 
have now been loosened and the desire for social change is taking the most 
varied, uncontrolled forms. The communist party leadership notices with 
alarm that the youth is slipping away from it and is turning farther left 
into the radical, extreme camp. Ever since the communists aspired to the 
compromise with the ruling Christian Democrats, they no longer satisfy the 
protest posture of many students. 


Aversion to Work 


According to the opinion of one of Italy's best-known sociologists, Sabino 
Acquaviva, professor at Padua and columnist for the Milan newspaper 

CORRIERE DELLA SERA, two factors have played a stronger role in the birth 
of left-wing extremism in the Italian “Autonomy” and the student "Movement" 
than in the case of pupils and students of other countries: the denial of 
work and the view that one has a right to complete fulfillment of one's 
needs. Perhaps Italians find it more difficult to work in any case, says 
Acquaviva, but when the ideological reason is added that work exploits, 

the individual alienates himself; and when instructions are handed down from 
the pulpit to engage in sabotage everywhere, then the aversion to ordinary, 
regular work is absolute. (Even the communist party chief Berlinguer had to 
address himself in his last article to the question widely accepted among 
the youths: Why work? The obvious answer, in order to earn a living, is 
not sufficient.) On the other hand, the position towards society taken by 
many is an infantile expectation of fulfillment of personal needs which 
turns into hatred and rebellion if these wishes are not fulfilled. 





Italy's historians are in agreement that the revolt against state power 

in Italy has a long tradition. For centuries, gangsterism and Mafia were 
nothing but the clandestinely operating rebellion against the power of 
foreign rulers. Shots from ambush and surprise attacks without open battle 
were almost the only means to bear one's own impotence and to punish their 
oppressors. It will still take some time before the Italian state is 
recognized by the left-wing extremists as their own. 
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COUNTRY SECTION SPAIN 


"LA VANGUARDIA' PUBLISHES GOVERNMENT'S ECONOMIC PLAN 
General Considerations 


Barcelona LA VANGUARDIA in Spanish 17 Aug 79 p 20 


| [Parc 1 of article series: "The Government's Economic Program: The Interna- 
: tional Economic Picture"] 





{Text] In its issues of 3-15 August, LA VANGUARDIA published extensive articles 
on the government's economic program. Understandably, in view of the limited 
space in which to summarize a 118-page text, emphasis was placed on a review 
of the major macroeconomic objectives (3 August) and the basic lines of action 
which had been proposed (15 August). However, the directors of our economic 
policy, and Mr Abril Martorell in particular, have stressed the fact that 

what is intended is not sa much the traditional set of measures, but rather 
demonstrating to the country a new attitude toward economic affairs. 


Therefore, during the next few days LA VANGUARDIA will be printing the entire 
text of the government's economic statement. The first three sections cover 

the first part of the text, entitled "The Spanish Economy: Current Status and 
Outlook for 1979." 


In mid-1979, the Spanish economy reflects a situation and shows prospects for 
the future which have been determined, on the one hand, by the spread of the 
serious energy crisis and its heavy impact on the world economy, and, on the 
other, by the presence of a series of factors marked by internal imbalance. 
The combination of these elements has posed a unique problem in the present 
situation. 





The international economic factors have had a critical effect on our produc- 
tive system; and, at the present time, they augur great uncertainty, if not 
a gloomy view cuncerning the chances for our future progress. 


The energy sector now unquestionably constitutes the greatest external source 
of limitations on and uncertainty about our future economic growth. The in- 
cidents in Iran, the cuts in production and the complete breakdown in the 
system governing prices on the international market entailed by this have 
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initiated a new, major crisis the end results of which for the entire world 
are hardly predictable at the present time. In fact, after an effort for 
adjustment during the past 5 years, the industrialized world is now confront- 
ed with another adverse phase extending the one which began in 1973, the 
main driving force of which is the shortage and resultant higher prices of 
energy products. The latest estimates on the medium-term status of energy 
supplies predict a drop in production in the OPEC nations amounting to 2 
million barrels per day, reducing the current rate of 30 million to 28 mil- 
lion. And, therefore, if the consuming countries do not quickly curb the 
increase in their demand, the situation could prove extremely serious, both 
for the industrialized nations and those in the developing stage. 


The OPEC Conference 


The conference held by the OPEC nations at the end of June set the price of 
crude at between $18 and $23.50 per barrel, something which means a hike of 
close to 70 percent in the prices that prevailed at the end of 1978. Fur- 
thermore, the prices of crude on the "spot" marke: will probably continue to 
exceed those associated with regular contracts; and this abnormal situation 
of a multiplicity of prices and markets does not seem likely to be eliminated 
until a balance is restored between supply and demand; something which, as 
has been noted, does not appear likely in the foreseeable future. 


The reality of the change and the prospects in the energy field have had ma- 
jor immediate consequences and, in addition, have upset the medium-term fore- 
casts for all economies. 


The most obvious immediate effects have been an acceleration of inflation 
rates and a revision in a downward direction of the forecasts for growth 
during the next few months everywhere. 


The predictions made during the final months of 1978 on the progress of the 
industrial nations this year placed their interannual inflation rate at about 
7 percent, and their real growth rate at approximately 3.5 percent. It was 
expected that the American recession would ease the price pressure, and that 
the reactivation noted in the leading European industrial economies since the 
middle of last year would continue in 1979, with a force capable of offsett- 
ing the loss of force in the United States economy. 





But the state of affairs during the first months of the year soon dashed these 
expectations. The rise in the prices of oil and other raw materials, as well 
as the consequences of adverse weather conditions, prompted a sharp hike in 
consumer prices everywhere since the beginning of the year, and the monetary 
reactions to curb this upward trend in prices jeopardized the goals for real 
expansion among the European industrial nations. 


However, the political events in Iran and their consequences in the energy 


area were to affect the prospects of the world economy even more seriously 
during the second quarter of the year. The cuts in oil production and the 
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rapid rise in energy prices caused a dimming of business owners" hopes, and 
a decline in the expansion of the European economies; whereas, during that 
second quarter of the year, the United States showed a setback in the rate 
of growth oi its national production to an annual rate of 3.3 percent, which 
heralded a more rapid and intense recession than had been originally expect- 
ed. 


The OECD [Organization for Economic Cooperation and Development] Corrects Its 
Predictions 


The predictions made by the OECD for all the countries in the area accurately 
reflect this gradual deterioration in economic expectations: The real growth 
rate for the area in 1979, which was originally set at 3.5 percent, declined 
to 3.2 percent during April, and to 2.7 percent in May, when it was thought 
that the price of a barrel of oil would eventually stand at about $16.60. 
Concurrently, the predictions on the average inflation rate in the area were 
consecutively revised, from the initial 7 percent to 7.5 percent and, later, 
to 8 percent. 


The OPEC resolution of 28 June of this year, imposing a rise in crude prices 
exceeding the most pessimistic predictions, by entailing a rise in the cost 

of crude of nearly 70 percent over the rate at the end of last year, finally 
darkened the picture even more. It has been reflected in another downward 
revision in the forceasts for growth in the industrial countries (which the 
OECD has reduced from 2.75 percent to 2 percent or less, for the next 2 months), 
and another upward revision in the expectations for inflation, which the OECD 
has raised from 8 to 10 percent for all the nations of the area during the 

next 12 months. 


Thus, the immediate prospects which, at the end of last year, indicated mre 
growth (particularly in Europe), the maintenance of a slow downward trend in 
inflation and a greater balance in international payments, have given way, 
in a little over a half-year, to a situation wherein the growth rate in the 
combined nations of the OECD has been cut in half, the predicted inflation 
rate has risen by 50 percent and the lack of equilibrium in the balance of 
payments has become worse. 


Nevertheless, the most serious consequences of the energy crisis are those 
related to the predicted medium and long-term growth rates, or, to be more 
exact, those related to the growth rates to which the economies can aspire 
in view of the foreseeable future. 


There may be nothing really new about this. The energy crisis has been pre- 
sent since 1973, and with it the limits placed on growth owing to a physical 
shortage of oil within a short time, and the inadequate supply of alternatives 
(both technological and economic) to that shortage. 


The unmitigated, certain truth is that, under these circumstances, the world 
must accept the fact that it has embarked upon a long pe~’*’ vherein growth 
rates will be considerably lower than in the past. 
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The events of this year have, in this regard, been confined to reminding all 
the crude importing nations of something which they already knew, but pre- 
ferred to forget (although the slow operation of their economies has proven 
that the forgetfulness was merely ostensible); and they have given this re- 
minder at a time when the problem of shortages and insufficient production 

is approaching, with immediate repercussions on demand, production and prices. 


Economic Changes Which Will Occur 


On the basis of this reality, it befits us to say that the changes that can 
be predicted to occur during the next few years in the realm of nations with 
our economic features will be: 


Another in-depth reconsideration of the role of energy in the industrial growth 
process, adopting concrete programs to reduce the consumption thereof and to 
increase the supply not derived from petroleum. This entails major efforts 

for investment and streamlining in whole sectors of the economy. The world 
will have to become accustomed to expensive energy in short supply, and ac- 
cept a reduction in ics real income, so long as it must pay higher prices for 
energy to the exporting countries. 


The acceptance of a slow economic growth rate, with greater inflationary ten- 
sion, a curbed demand and a lack of equilibrium in the balance of payments 
that is not completely resolved; as well as the existence of a large amount 
of unemployment, mitigated only by a better distribution of the available 


employment. 





A slow growth in world trade, with the resultant danger of increased protec- 
tionism on the part of the more developed countries, and an increase in the 
competition from the industrially emerging nations. 


Dependence on international agreements to surmount the state of crisis and 
economic confrontation, and recognition of cooperation among nations as the 
only means of solving the recurring recessions. 


Economic Policy 
Barcelona LA VANGUARDIA in Spanish 18 Aug 79 p 20 


[Part 2 of article series: "The Government's Economic Program: The Spanish 
Economy and Economic Policy"™] 


[Text] The portion of the government's economic statement that we are publish- 
ing today explains the views which prompted the government to announce some 
predictions at the end of last year which, because of the international si- 
tuation during the first half of 1979, have had to be revised: 


This combination of international upsets and restrictions has, understandab- 
ly, had repercussions on the Spanish economy and its progress, and on the 
economic policy originally devised by the government. 
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The year 1978 had been governed by the economic policy contained in the Mon- 
Aoa agreements, which sought to do away with a combination of imbalances 
that had been affecting our economy with growing intensity since early 1974. 


The results of this policy of adjustment on several fronts are well known: 


The current account of the balance of payments converted its heavy deficit 
into a surplus of about $1.6 billion in 1978. 


The accelerated inflation of 1976-77 not only stopped, but was reversed, so 
that 1978 closed with an increase of 16.5 percent in consumer prices, about 
10 points under the percentage recorded the preceding year. 





Moreover, these results were achieved while major institutional reforms were 
introduced, « tstanding among which was fiscal reform, and a policy was im 
plemented which was aimed at lending our economic system greater flexibility. 


However, the policy of adjustment and security inevitably entailed a mdera- 
tion in demand and, in particular, a decline in investment (although the 
reasons for this debilitation in investment were not solely economic nor in- 
ternal). In 1978, the gross national product increased 3.1 percent in real 
terms; that is to say, considerably more than originally anticipated in the 
Moncloa agreements. But unemployment increased greatly and, while its rate 
was already high at the initiation of the adjustment policy, the year 1978 
closed with a jobless rate of 7 percent of the active population, or the 
equivalent of 905,000 unemployed. 





The Ambitious Program of December 1978 


This critical status of the labor market was the focal point of the govern- 
ment's concerns when, during the final months of 1978, it devised the basic 
lines of the economic policy for 1979, outlining an ambitious program which 
sought to achieve, simultaneously, a restoration of the rate of economic ac- 
tivity, accompanied by a resultant improvement in employment, and another cut 
in the excessive inflation margin which was still separating us from the ave- 
rage in the industrial countries. The aim was that the growth rate stand at 
between 4 and 5 percent in 1979, and that the interannual inflation rate un- 
dergo another reduction, to 12 or 13 percent; that there would be a moderate- 
ly expanding public sector which would attempt to concentrate the impetus for 
public investment during the first half to stimulate the private sector; that 
there would be a substantial moderation in the increased costs of social se- 
curity, backed by a rationalization of expenditures; and that there would be 
a moderation in the rise of monetary wages, at least preserving their pur- 
chasing power, and a monetary policy considerable less restrictive than that 
of the previous year, which would devote special attention to an increase in 
credit to the private sector. These were the basic features of the economic 
policy devised for 1979. 
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To be sure, a basic assumption in that policy was that in 1979 the world eco- 
nomy would progress in accordance with the predictions existing at that time, 
which were described previously: The industrial economies of Europe and Ja- 
pan would maintain their rate of expansion in activity, offsetting the reces- 
sive movement anticipated in the American economy; inflation would continue 
its moderate slowdown; and the prices of crude oil would only increase gra- 
dually and, during the first phase, by a margin provided by the appreciation 
registered by the peseta. 


Deviations Which Became Necessary 


The deviations which the actual situation imposed on these forecasts of the 
world economy since the beginning of the year have already been noted. But, 
in addition, new situations occurred on the national scene which affected 
economic progress to some extent: 


The electoral process essential to the correct evolution of the economy owing 
to the political clarification that it entailed lasted 4 months, which caused 
inevitable consequences in terms of uncertainty and waiting. 


The lag in the discussion and approval of the budget inevitably interfered 
with the possibilities for action on the part of the public sector during 
the first part of the year. 


The process of wage negotiation took place for the first time with freedom 
and autonomy among the parties, something that entailed wage hikes which, 
although they represented considerable moderation in comparison with the 
previous year, deviated from the increase based on the dictates of the eco- 
nomic policy. 


And the balance of payments continued to evince a trend toward a surplus dur- 
ing the early months of the year which far exceeded what had been anticipated. 
The results of this combination of external and internal upsets and deviation 
were, on the one hand, a loss in the impetus of the economy with respect to 
the type of growth anticipated, and, on the other, great difficulty in main- 
taining the desired rate of slowdown in inflation; although our price differ- 
ential with the OECD countries had dropped 10 percentage points on the average 
in 1978, and about 5 points in May 1979. 


The factors of uncertainty intensified during the second quarter, a period in 
which, as has been noted, the status of petroleum was rapidly deteriorating 
and expectations were being revised in a downward direction throughout the 
world. At the outset, the government made two decisions: 


On 27 April, a group of measures aimed at reducing the surplus in the balance 
of payments, curbing the pressure in an upward direction being withstood by 
the peseta, placing limits on its appreciation, and fostering an increase in 








internal credit to the private sector, without jeopardizing the anti~inflationary 


goals through excessive monetary expansion. 
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A readjustment in the most anomalous sectors of the internal price structure 
for petroleum products, in the hope that the final increase in crude prices 
would not exceed the forecasts generally upheld at that time. 


At the beginning of May, it still appeared as if our economy could grow at 

a rate of about 4 percent, although the available indicators had shown signs 
of some weakness during April. And, a month later, when the OECD revised its 
forecasts on growth for the industrial countries, reducing them to an average 
of 2.75 percent, it was still possible to expect that our expansion rate would 
be between 3.5 and 4 percent. 


Why Fuel Prices Rose 


The extremely fast course of events in the energy field, which led to an in- 
creased breakdown in the markets and, eventually, to the spectacular rise in 
the price of crude agreed upon by OPEC on 28 June, necessitated a thorough 
revision of the economic forecasts in all countries, particularly one as 
sensitive and vulnerable to energy problems as Spain. 


It seemed necessary to proceed immediately to raise the domestic prices of 
petroleum products in accordance with the new situation. Therefore, on 2 
July a decision was made whereby the hike ordered by the OPEC nations was 
accepted realistically, while the structure of domestic prices was rational- 
ized in accordance with the following criteria: 


An increase in products with a greater capacity for taxation; 


More moderate increases in products with repercussions on necessary consump- 
tion; 


Elimination of fraud and diversion involving consumption; 


Recognition for sectorial subsidies to agriculture and fishing, owing to the 
social significacne of those sectors, thus initiating a process of budgetary 
explanation. 


But it also proved necessary to make an in-depth revision of the economic po- 
licy program for 1979, which would include the general downward change in pre- 
dictions for the immediate future, and for the medium and long term, and would 
confront the challenge, in terms of strategy for efficient growth, posed by 
the new situation. 


Changes Listed 
Barcelona LA VANGUARDIA in Spanish 19 Aug 79 p 31 


[Part 3 of article series: "The Government's Economic Program: Adjustment of 
the 1979 Economic Policy Program] 
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[Text] Today, we continue reprinting the text of the government's economic 
statement. In this section, the government explains the criteria which were 
used as a basis for readjusting its forecasts for this year. With the next 
section, we shall complete the first part of the program, entitled “The 
Spanish Economy: Current Status and Outlook for 1979." 


At the present time, the Spanish economy can expect a real growth rate of 
about 2.5 percent, and an annual inflation rate of 13 or 14 percent, to 
which over 2 points must be added owing to the direct or indirect effects 

of the oil price hike; and, therefore, the index will stand at close to 16 
percent by the end of the year, although this will depend on the position of 
the economic agents. 


The society must realize, and the government must stress the fact that the 
increases in crude oil prices have imposed a real impoverishment upon the 
importing countries (particularly those most vulnerable from the standpoint 
of energy imports), which has been reflected in a transfer of funds to the 
oil exporting countries and, hence, a reduction in the available real income 
of Spaniards as a whol 


It is disturbing that this unquestionable fact is at times an argument used 
by the government to defend its economic policy; in the first place, because 
an inadequate awareness of this reality could foster the notion that the real 
income of the various social groups can be reinstated and preserved in the 
face of the hike in energy prices through increases in monetary income, which 
can only lead to an acceleration of inflation, with no other result. And it 
is, furthermore, disturbing when all of this is a fact assumed by the indus- 
trial countries, as indicated by the general inclination of the economic po- 
licies to prevent the total or partial financing of the impact from oil price 
hikes on prices from causing another acceleration of inflation. When one 
observes the response from the various industrial countries in terms of fis- 
cal and monetary policies, one will discover the complete assumtion of a fact 
the disregard for which here can only lead to an intensification of our prob- 
lems. 





The energy problem will, as an immediate restriction, hamper the possibilities 
for growth and will impose, as a requisite for that growth, very stringent 
policies in terms of efficient allocation of funds and flexibility in the 
economy to be able to confront the challenges that are being confronted. 


Therefore, the government, which has already begun the adjustment to the new 
situation with the decision on energy prices made on 2 July, must comlete 
the adjustment of the economic policy program for 1979 by adopting a group 
of coherent measures to reduce the public deficit, without affecting invest- 
ment, and by gearing the movement of the monetary variables and the status 
of income and prices to the new situation. 
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The Public Deficit 


Legislative action producing budgetary expenses taken at the end of 1978, 
problems involving liquidity and financing in the areas of municipal govern- 
ments and public enterprises, which have been increasingly evident through- 
out May and June, as well as the analysis made in May of the status of the 
social security budget for the first quarter of the year, advise an overall 
consideration of the deficit in public administration as a whole; inasmuch 
as these are problems of the entire community, and they must be colved by the 
state over the short or long tern. 


From this new view of the deficit in public administration, which is mre ex- 
tensive than the traditional one related to the state subsector, it is esti- 
mated that this deficit could currently stand at about 400 million pesetas, 
with the following breakdown: 


Initial deficit, 1979 budget 195,000 
Extraordinary credits for budget 55,000 
State deficit 250,000 
Social security deficit 90 ,000 
Municipal government structural 
deficit 30,000 
Public enterprise financing deficit 30,000 
400 ,000 


From a monetary standpoint, the financing requirements in 1979 could exceed 
400 million pesetas, as a result, on the one hand, of the amount of spending 
authorized in 1978 and absorbed during the first 4 months of this year; and, 
on the other, of the new financial obligations related to unanticipated areas, 
such as additional financing for the municipal governments amounting to 37 
million pesetas, and others less sizable. 


Apart from the assessment that could be made of its volume (on the order of 
ll percent of the total public administration budget), both the composition 
of the deficit, stemming basically from the increase in current expenses and 
inefficient appropriation of funds, and its rate of increase, as well as the 
growing difficulties in financing it properly, are truly disturbing. 


It appears impossible to reduce the present deficit by increasing the fiscal 
pressure(about 0.5 points) more than has been anticipated in the 1979 budgets. 


In 1978, the fiscal pressure, in terms of the relationship of the total bur- 
den with the gross national product at market prices, underwent an increase 
of 0.7 points, an incr ~* far in excess of the traditional rate, which dur- 
ing periods of great mic growth rose only an average of from 0.15 to 
0.20 points. This un. ~' 1+ -rease resulted from the measures agreed on in 
the Moncloa pacts, and th jor effort expended in the realm of fiscal re- 
form. 


48 











it is unthinkable that, once the spectacular results initially produced by 
a general regulation of accounts have been exhausted and in a state of eco- 
nomic crisis, fiscal pressure, even with a maximum effort on the part of the 
government, should be able to increase over 0.3-0.5 points annually, which 
in 1979 pesetas means annual revenue of between 40 and 60 million pesetas. 


Therefore, there is an obvious need for action in the area of the expenses of 
public administration, to reduce a deficit which, because of its very size, 
composition and rate of increase, should be of deep concern to the society, 
not only because of the problems that it is causing in 1979, but also the 
difficulties which its inertia will produce during the years to come. 


Hence, the government considers it an essential, necessary but realistic 
goal to reduce the deficit in the public administrations as a whole, which 
has been estimated at 100 million pesetas for 1979. 


Part of the deficit is due to the sharp increase that public investment has 
registered in the 1979 budget. But, in view of the current amount of unen- 
ployment and the constructive effects that such public investment has on this 
problem, the government deems it necessary to expend a major effort to cut 
the public sector's current spending, rather than taking any kind of restric- 
tive action on the autonomous variable which is its own investment. 


In What Respects Have Savings Been Made 


Therefore, the effort to curb public spending must be focused on the current 
expenses of the public administrations. And the following measures will be 


adopted for this purpose: 
In the Area of the State 


There will be a 2.6 percent cut in the current expense budget for 1979. This 
reduction will be made by each ministerial department and autonomous adminis- 


trative agency. 


This will entail a cut in expenses amounting to 35 million pesetas in 1979, 
and its effects will be conveyed into subsequent years, because it will in- 
volve essentially definitive cancellations of spending. 


Until the promulgation of the pertinent regulations in the area of reorgani- 
zation, which will make the laws for reform of public funding possible, time- 
ly measures will be enacted to discontinue the economic effects of Law 70/78. 


This temporary suspension will afford a reduction of 18 million pesetas in 
spending during 1979. 


An administrative and legislative blocking of any provisions which entail an 
increase in public spending to occur in 1979. 
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It has been estimated that this measure will bring about a reduction in 
spending amounting to 7 million pesetas. 


In the Area of the Local Corporations 


The measures initially adopted as a result of the hike in oil prices on 2 
July 1979, as well as the new opportunities for revenue afforded in Royal 
Decree-Law 11/79 of 20 July, which was ratified without opposition by the 
Congress of Deputies on 28 July of this year, basically resolve the struc- 
tural deficit of the mnicipal governments at the present level of services. 


In 1979, these measures will represent a reduction in the deficit of 15 mil- 
lion pesetas. 


In the Area of Social Security 


A reduction in the costs of absenteeism involved in the benefits for ILT (tem 
porary inability to work), adopting the necessary regulatory measures which, 
in any event, will be close to the present standards that prevail in other 
European countries. 


Control of fraud and abolishment of diversion involving the consumption of 
pharmaceutical products. 


Control of fraud in the area of unemployment insurance, adopting measures, on 
the one hand, to classify the hiring of workers without their joining social 
security as a crime, and, on the other, to establish stringent penalties for 
workers who are receiving unemployment insurance and have not joined the system 
upon obtaining a job. 


This group of measures could bring about a cut in social security expenses of 
about 25 million pesetas in 1979. 


A reduction in the deficit in current expenses and inefficient, fraudulent 
appropriations is absolutely essential for affording a favorable performance in 
the public sector during 1980; so that, reserving sufficient room for produc- 
tive public investment, the latter can finance itself without causing various 
kinds of tension and without thereby abetting an increase in the unemployment 
rate. 


The curbing of the public deficit is an essential goal in the adjustment of the 
economic policy for 1979, and it should be interpreted as such by the society 
as a whole. The amount of effort to be expended requires an atmosphere of 
understanding among the social agents, to reduce to a maximum extent the 

amount of tension inevitably produced by a cut in public spending, particula”ly 
in current spending. 
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[Part 4 of the series is missing, but will be made available if received. ] 
Midterm Considerations 


Barcelona LA VANGUARDIA in Spanish 22 Aug 79 p 19 


[Part 5 of article series: "The Government's Economic Program: The Medium 
Term Strategy for Economic Policy"] 


[Text] Now that the first part of the government's economic statement has been 
concluded with the first four sections, in this fifth we include the second 
part, entitled "The Medium-Term Strategy for Economic Policy," to be exact. 
Apart from the understandable interest evoked by the concrete lines of eco- 
nomic policy that are described in the third part, it is perhaps in this 
second part that the government's goals are most clearcut, goals which may 

be summarized as an intention to liberalize the Spanish economy so as to make 
it more flexible. 


The world is experiencing a period of deepseated changes and adjustments, pri- 
marily as a result of the energy crisis. The oil shortage is a fact which 
will eventuaily be surmounted over the medium and long term, but not without 
forcing some major changes. 


The energy problem will only find a means for solution when the relative price 
structure properly reflects the existing shortage. A world with energy in 
short supply is inevitably aworld with expensive energy; and the increase in 
energy prices is the basic mechanism for discouraging its consumption, on the 
one hand, and for fostering the development of alternate energy sources, on 
the other. 


In their conduct, the crude producing and exporting countries have been con- 
cerned with imposing that increased price on the world markets; but the vari- 
ous national economies have had to adjust their relative prices so as to gear 
their economies to the reality of the energy shortage. Any measure for ra- 
tioning the consumption of energy must, in turn, be additional, and cannot 
replace the adjustment in relative prices. 


However, this basic criterion for undeferrable action, regardless of the tem 
porary context in which the problem is being considered, poses some short- 
term difficulties stemming largely from the suddenness with which the reali- 
ty of the energy shortage and of the resultant intensity of the price adjust- 
ments have occurred. 


These adjustments (and the deepseated change in the outlook on energy sup- 
plies on which they are based) have caused major changes in the structure of 
the worldwide demand during the past few years, and will continue to do so 
in the years to come; and they have prompted, and will continue to prompt 
considerable changes in the desirable and economically more efficient pro- 
duction techniques. 
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As a result of these changes, considerable volumes of the installed produc- 
tive capital have been adversely affected, and will continue to be so affect- 
ed. In some instances, because the variations in end demand have deprived 
them of real economic value; and in others, because those very changes and 
modifications in the structure of prices and costs have necessitated their 
replacement or transformation in accordance with new techniques. 


Therefore, a revamping of the productive structure has been proposed in all 
countries, and in Spain as well, as a result of the new expensive energy si- 
tuation which cropped up so suddenly; because the increase in energy prices 
hes occurred too quickly for them to be able to assume its consequences easi- 
ly. Hence, in our country, as in the rest of the Western world, it has be- 
come necessary to make a major effort to bolster the sectors most directly 
and intensively hurt by the crisis. 


However, the energy crisis is not the only source of factors which pose prob- 
lems for the revamping of the productive structure. The development of the 
backward nations has been adding new areas of competition for the countries 
in a more advanced state of development, both in the export markets and the 
domestic markets of the latter. This is a normal situation in the dynamics 
of growth in the world economy which, however, has been intensified by the 
rapid growth of the labor costs in the industrial countries or those with re- 
latively advanced industrialization, such as Spain, in recent years. 


A possible reaction to this situation consists of considering the advanced 
economies as areas with high costs, surrounded by strong protectionist bar- 
riers which will increasingly isolate them from international specialization. 
There have been good examples in recent years that would evoke fear of the 
possible spread of this first line of reaction to the problems posed in the 
world. Another alternate line consists of an attempt in each economy to gear 
the relative costs of the production factors to their relative supplies, and 
to accept the productive adjustments which are prompted by the climate of 
comparative international advantages. 


The latter is the only means not only of preventing the desires expressed on 
behalf of the Third World's economic development from remaining mere words, 

bt also of making the reaction to the challenge posed by international com- 
petition lead to an increase, rather than a setback in productive efficiency. 


So, we are faced with a difficult period wherein the combination of various 
circumstances in the international realm requires major and difficult changes 
in the production systems that have already been consolidated. When this 
period has ended over the long term, the productive structures and the very 
kinds of life in our societies will have undergone very significant changes 
in comparison with the situation which existed at the start of the crisis. 


However, we do not know for certain what the features of those changes will 
be, because some of the basic contingencies for that evolution are surround- 
ed by doubt at the present time. 














Detailed Programming Impossible 


In this situation, the development of a detailed programming for the entire 
economy has become difficult, and not only difficult, but risky as well, in- 


asmuch as it could cause us to create inflexibility that would hamper a pro- 
cess of change. 


The government is convinced that the challenge posed to us by the period in 
which we are living can only be successfully met by an economy which shows 

a high degree of flexibility and adaptation to rapidly changing circumstances, 
and that, on the contrary, those which bind themselves to an interventionist 
policy at any cost are doomed to suffer serious costs from the standpoint of 
efficacy, growth and employment. Hence, it is the government's basic crite- 
rion to attempt to increase the set of mechanisms in the market, dissociating 
our economy from excessive intervention, which has been customary in it for 
so many years, and allowing the movement of relative prices to play its role 
as a guide in the transformation of the economy. 


This dynamics for adapting to rapidly changing circumstances requires, on the 
one hand,an institutional framework which will make the necessary flexibili- 
ty for this process possible and, on the other, a system of security that will 
minimize the social costs stemming from the adjustments. 


A market economy can only respond effectively to the stimuli, opportunities 
and challenges of the international context in which it operates if the busi- 
ness owner has an opportunity to act as such, organizing the structure of 
production and the combination of productive factors in accordance with the 
demands of the market. Furthermore, the workers in the Western democratic 
societies have secured rights and guarantees that are compatible with the 
market economy; which are, at the same time, a suitable protection of their 
interests against the forces of economic dynamics. These rights and guaran- 
tees are expressed in the regulations on industrial relations which are in ef- 
fect in Western Europe. 


In this regard, the current Spanish situation is quite different from that 
depicted in the regulations that are in force in Europe. Our framework for 
labor relations is a heritage from political and economic circumstances which 
were quite different from those at present. They only made sense and could 
only operate in a context of political authoritarianism and intensive econo- 
mic expansion, and in an atmosphere of developmentalism wherein a constant 
wave of international prosperity would grant relative validity to a growth 
that was more quantitative than qualitative. In short, in a context where- 
in the rigidity introduced into the economic system would play a role of 
compensation for the lack of liberty and political discussion. 


These hypotheses no longer exist in Spain. We are living under a system of 
political liberties and democracy, which allows the workers to protect their 
interests openly. And we are living in a difficult period wherein the fu- 

ture of the economy will depend largely on the good use that we make of our 











productive resources. These new circumstances are at odds with the rigidity 
of our system of industrial relations, from which we can only expect, in 

the present situation, declines in productivity, difficulties hampering the 
necessary reajustment of the economy, discouragement for investment and for 
the creation of new jobs, and obstacles to the eventual integration of the 
Spanish economy into the European economic area. 


The Workers’ Statute, an Essential Supplement 


The government, aware of the need to adapt the Spanish system of industrial 
relations to those in effect in the European countries, sent the Workers' 
Statute to the Congress of Deputies as one of the first laws of constitution- 
al development, and it will take timely steps toward its prompt discussion 
and passage. 


This adaptation of our system of industrial relations to those of the mre 
advanced countries cannot result in anything but a higher rate of creation 
of jobs. 


It appears certain that the dynamics of change requires appropriate mobility 
of the factors of production, and that the worker's security and dignity de- 
mand, under these circumstances, an effective system of unemployment insur- 
ance, adequate coverage for the risks throughout his lifetime and a decent 
retirement system. 


Considerable progress has been made in all these areas during recent years, 
but it will be necessary to continue making efforts to improve the unemploy- 
ment insurance system, to continue raising the level of pensions, making them 
more worthy and just, and constantly increasing the state's participation in 
their financing, while at the same time insuring the effective, economical 
use of the funds allocated. 


Simultaneously, it will be necessary, during the early years, to carry out a 
series of specific actions on behalf of employment and for protection in 
situations of unemployment. 


A process of expansion, accompanied by the problems involved in the transfor- 
mation and adaptation of the productive structure which have been posed and 
will continue to be posed over the medium term, requires relatively high 
growth rates, so that the adjustments will be rapid and have the least pos- 
sible social cost. However, we cannot disregard the fact that the possibi- 
lities for growth in the Spanish economy are contingent on the actual rate 
of expansion among the industrial countries, and hence of the world economy. 
The growth potential of the Spanish economy is large, and its very status 
of relative backwardness and low productivity affords it opportunities to 
attain growth rates higher than those recorded on the average by the indus- 
trial countries, if and when our economy accepts the implications stemming 
from the desire to achieve high growth rates. 
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It is very difficult to predict the most likely average growth rate for the 
industrial economies over the next 4 years. Before the latest crisis in en- 
ergy prices, the OECD had proposed a joint, coordinated effort on the part 

of its member nations to make it possible to achieve an average progress rate 
of 4.5 percent during the period 1980-85. The leading industrial countries 
in the group (whose position is essential for the success of such an effort) 
felt that this kind of goal was unacceptable, because it was incompatible 
with the restrictions imposed by the energy shortage and with their strong 
intention of gradually redueing the pressure for higher prices and preclud- 
ing an acceleration of the inflationary process. 


Growth: Between 2 and 3 Percent 


Under the present conditions, it would appear that the average annual growth 
rate for the industrial countries over the next 3 or 4 years may be between 

2 and 3 percent, with a likelihood affected by very sizable elements of un- 

certainty; a modest rate, the justification for which lies in the tragic re- 
ality of the energy shortage. 


If one accepts this assumption, it is difficult to predict an average annual 
growth rate for the Spanish economy over the next 3 or 4 years that would be 
between 1 and 2 points higher than the average growth rate of the industrial 
countries. Only by fulfilling the entire potential for growth in our econo- 
my will it be possible to make a gradual reduction in the unemployment rate; 
but the current prospects for the world economy make any hope of forcing the 
growth in a stable manner beyond those limits more than problematical. In 
any event, the attainment of those growth rates will require a collective ef- 
fort to make them possible. 


For this purpose, there will have to be clearing of the horizon in the energy 
area, so as to make certain that the Spanish economy does not encounter lim- 
its on its growth by the energy shortage in the years ahead. 


The approval of the National Energy Plan by the Chamber of Deputies on 28 
July of this year marked the end of a long period of inadequate decisions in 
the energy field. During the next few years, the energy policy will have to 
expend major and sustained efforts to guarantee implementation of the plan. 


When a more flexible economy has been achieved through the approval of the 

new framework for industrial relations, and when the energy horizon has clear- 
ed, it will also be necessary,to insure the potential growth of our economy, 
that no further imbalances occur within it, either from the standpoint of in- 
flation or the balance of payments. 


Hence, a steady effort must be made to maintain the progressive approximation 
of the rise in our prices to the average inflation rate in the industrial na- 
tions. It does not befit us to make reliable long-term forecasts here. The 
only reasonable objective is prompted by the need for an effort. to be made 

to gradually close the existing gap between the respective inflation rates. 
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Anti-Inflation Policy 
The pursuit of this goal requires a stringent policy on demand, in other words: 


A monetary policy wherein the expansion of the basic monetary dimensions will 
suffice to cover the growth rates planned for the real product and prices, = 
without excesses; and, 


A policy on public revenue and spending coordinated with the foregoing, which 
will not produce deficits greater than can be financed, without jeopardizing 
the monetary goals and without exerting too much pressure on the private sec- 
tor’s opportunities for financing. 


But this objective also requires an attitude on the part of the recipients 
of income that will make it possible to achieve the potential growth. This 
attitude must be maintained even though external impacts may occur which en- 
tail losses of real income, either permanently or temporarily; because, so 
long as there is no conviction that the reactions to those impacts with in- 
flationary consequences only serve to produce repressive effects on the dis- 
tribution of income and wealth, the country will be vulnerable to an accele- 
ration of inflation which, if not curbed, would give rise to increasing im- 
balances which, in turn, would lead sooner or later to the collapse of any 
economic expansion. 





The government, which is ready to carry out a strong policy on demand, because 
it feels that inflation causes more unemployment in the long run, wants the 
collective bargaining process between trade unions and management organiza- 
tions to take place gradually, in an atmosphere of greater freedom and auto- 
nomy for the parties involved. 





Nevertheless, it cannot fail to establish some guidelines in the area of po- 
licy on income; and hence it will regulate the salaries in the public sector 
in accordance with its authority, and it will make some general recommenda- 
tions annually on the increase in monetary wages that it deems compatible 
with the state of the economy and the economic policy goals that are being 
pursued. 


The government does not think that the answer to the problems that have been 
posed can come from detailed programs of the old type. It is of the opinion 
that what is important is the spotting of the basic problems of the Spanish 
economy within the context of the world economy, the determination of the 
fundamental criteria and lines on which the government's economic policy 
should be based, for the purpose of coping with them, and the adoption of 

a clearcut order of priorities to cope with the existing circumstances. 


These basic criteria should be inspired by the operation of the market, be- 
cause only a flexible economy can surmount the restructuring problems con- 
fronting the nation. Therefore, the government will continue to carry out 
a policy of reducing the excessive amount of intervention, and gradually 
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creating a framework with greater flexibility than that currently affecting 
our economy; and it will continue to reduce the commercial protectionism 
which only produces ineffectiveness. 


Now then, the reduction in intervention, as well as the process of gradually 
making the economy flexible, does not imply that the government will assume 
a passive role with respect to the crisis. In view of the need for a deep- 
seated change in the productive structure over the next few years, the gov- 
ernment must shoulder its responsibility; and, therefore, it will adopt an 
active policy leading to the economic change that the crisis itself and in- 
corporation into the European Communities have necessitated. 


An active policy that will be marked by a steadfast intention of overcoming 
inertia, intervention and ineffectiveness, so as to allow for the existence 
of a more flexible economic framework wherein the state can assume the es- 
sential role of guaranteeing a higher degree of prosperity and economic se- 
curity for the citizens in an advanced industrial society. 


By overcoming this intervention, and introducing more discipline into the cur- 
rent spending of the public administrations, not only would funds be released 
to expand the margin of private investment, but that of public investment it- 
self. Because it is the government's intention that, over the next few years, 
public investment, within the bounds demanded by correct financing, will main- 
tain and even increase its relative participation in the total public spending. 


Finally, the basic objective of the economic policy during the next 3 years 
must necessarily be that of achieving a balanced growth in the economy to the 
maximum of its potential, thus creating the jobs which will make it possible 
to reduce the present unemployment rates. A growth which cannot overlook 
either the unfavorable international conditions nor the necessity, if it is 

to be lasting, that it be founded on the maintenance of basic equilibriun, 

to be achieved largely through the policy of adjustment of the past few years. 


The takeoff of the economy will benefit from the removal of two basic obsta- 
cles (the determination of the energy horizon and the new context of labor 
relations) which have been hampering the progress of investment; and it must 
be founded on a better operation of the market in the areas germane to it 

in a modern industrial economy and on an efficient public sector which does 
its spending in a completely rational manner. 


In addition to the short term policy which will at all times preserve the 
balance of the economy, the government will devote its efforts to mitigating 
the consequences of unemployment, and to achieving the necessary change in 
the productive structures, particularly in those industrial sectors which, 
as in other countries, are now experiencing serious and profound structural 
crises. 


But it is not enough to ease the effects of the crisis. In order to insure 
growth in the economy, it will be necessary to foster private investment, 
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through the incentives which are within the government's reach, and to improve 
the financing channels, as well as preserving the equilibrium of the external 
sector. Lastly, economic growth will be facilitated and supported by a more 
efficient operation of the public sector within the area of its authority. 


Basic Aspects 


In view of the fact that the two aforementioned obstacles (determining the 
energy horizon and new context of industrial relations) have already been 

discussed, and the action that will allow for their removal is under way, 

the government will focus its attention on the following basic aspects of 

the economic policy for the next few years: 


Action relating to employment and protection for the unemployed; 

The reorganization and security of the industrial sectors in a state of crisis; 
Financing of the investment processes; 

The external sector; 

The economic performance of the public sector. 


Apart from the fact that the government will concentrate its action on these 
basic aspects over the next few years, the lines of action adopted for them 

do not, of course, exhaust the entire area of economic policy. The need for 
reforming major areas in concrete sectors of our economy has been included, 

and will continue to be included in the activity and programs of the various 
departments, whose overall criteria will, in all instances, be geared to the 
aforementioned strategy. 


Employment, Protecting Unemployed 
Barcelona LA VANGUARDIA in Spanish 23 Aug 79 p 28 


[Part 6 of article series: "The Government's Economic Program: Action Relating 
to Employment and Protection for the Unemployed"] 


[Text] With today's installment, we begin publishing the third part of the 
government's economic program, entitled "Basic Lines of Action." Concretely, 
five have been proposed: employment, industrial sectors in a state of crisis, 
financing of investment, external sector and public sector. Understandably, 
this first line devoted to employment has received special attention from 
the trade union federations. 


To confront the problem of employment intensively demands an effort which, as 
experience has constantly proven, is assumed with difficulty by the social 
agents as a whole. And this is because, in order to reach a solution to it, 
it does not suffice to merely attain the highest growth rate that the econo- 
my's internal and external general conditions will allow; but it is also 


58 








necessary to promote an actual solidarity among the various groups involved. 
Thus, growth and solidarity are the two foundations on which the policy on 
employment must necessarily be based. 


From this standpoint, in order to create the conditions for a steady increase 
in productive investment, it is essential to establish the new context of in- 
dustrial relations. Furthermore, a series of concrete actions must be carried 
out, aimed at specific sectors of the active population which require differ- 
ent kinds of treatment, and there must also be an improvement in the effec- 
tiveness and systems for unemployment insurance protection. 


The Employment Prob] 


The limits imposed on growth by the energy crisis have caused the Western eco- 
nomies to undergo sharp reductions in the rates of creating jobs; because the 


employment problem has cropped up as a first result of the problem of economic 
growth. 


Our economy, the behavior of which in this respect is quite similar to that of 
the rest of the industrialized economies, must also cope with a supplementary 
problem stemming from its relative inability to generate employment even with 
high rates of growth in production. Despite the speed of the economic growth 
which occurred during the 1960's, employment increased very slowly, as a re- 
sult of a series of factors which are still affecting our economy with varying 
amounts of intensity. The effects of the energy crisis have caused an out- 
cropping of the difficulties confronting our productive system in generating 
employment, which were concealed up until 1974 by sizable migratory movements 
that have reversed their direction since then. 


The demographic evolution of the early 1960's is now having a considerable ef- 
fect on the growth of the active population. The increase in the birth rate 
which occurred during those years has caused a major increase in the number 

of young people of working age since 1976; which has been logically reflected 
in an intensive pressure on the demand for jobs. This demographic pressure 
will continue until the mid-1980's, a period in which the younger generation 
of working age will become less numerous. The intensity of the demand for 
employment has coincided in our country with a situation of reduced economic 
growth, which has contributed to the exacerbation of the problem. 


All these factors underlie the sharp increase in unemployment that has occur- 
red in our country, the rate of which was close to 8 percent during the first 
half of 1979. This rate is similar to those recorded in the leading industri- 
alized countries, where, with a few exceptions, it stands somewhere between 

6 and 8 percent of their active population. 


However, the total rate of unemployment recorded for our economy in compari- 
son with its active population conceals an unequal distribution, both with 
regard to age and sex, and geograpbical areas. From the first of these 
standpoints, the effect of unemployment on the youth and women exceeds the 











average. The unemployment among the youth in our country accounts for about 


50 percent of the total unemployment, a percentage similar to that of such 
countries as France or Italy. 


Furthermore, in certain sections of the country (particularly Andalusia, Ex- 
tremadura and the Canaries) there are unemployment rates far higher than the 
national average; and, because of industrial reconvesions, there are also 
—2— localized areas of unemployments in other sections of the national 
territory. 


Growth and Solidarity 


The potential growth of the Spanish economy has been estimated at 1.5 points 
above the average for the OECD countries, which establishes our potential 
growth for the next few years at between 4 and 5 percent. The pursuit of 
this goal is a basic requisite for reducing the number of unemployed. 


The lack of tension in the collective bargaining process is, in itself, a 
stimulus for increased production. Hence, the attainment of the potential 
peak growth established for us by the international context will depend both 
on the degree of tension with which our society is capable of withstanding 
these lesser rates of progress in the economy and the investment component 
incorporated into increased production. 


Moreover, it must be stressed that the growth in the GNP during the next few 
years can only insure increased employment if the progress made in real wages 
does not totally absorb the growth in productivity. 


It must also be accepted that the increased prices of oil represent an impo- 
verishment of the nation as a whole, and hence any attempt to recover pur- 
chasing power in this respect entails a higher rate of inflation and a lower 
rate of employment. 


Hence, the moderation in the increase in real income is warranted both from 
the standpoint of a better distribution of the available employment and from 
the angle of the necessary effort for investment that will give an impetus 

to and sustain the growth in production, so as thereby to improve the employ- 
ment rates. 


Specific Action 


The unequal effect of the phenomenon of unemployment on the basis of age, sex 
and geographical areas requires a group of select actions, which are as fol- 
lows: 


1. Action relating to the unequal distribution of employment by reason of 
age and sex; 


The government's action in this area will be directed basically toward the 
following types of action: 











A progressive increase in the rate of school attendance for youths between 

14 and 16 years of age, within the context of the goal for general schooling 
up to the age of 16; which entails an effort for the educational systen, par- 
ticularly in the areas of professional training for the first and second grade. 


Establishment of compulsory retirement at age 69. This measure, called for 
in the Workers’ Statute, will be accompanied by a set of provisions directed 
toward specific groups of workers, the essential geal of which is to allow 
the retirement age to be reduced on the average of 4 months per year. 


Program of assistance for early retirement on the part of certain groups of 
workers over 60 years of age who request retirement in companies which, for 
reasons of adaptation to technological change, will fill the same number of 
job slots through the permanent hiring of youths under 25 years of age. 


Continuation of the youth employment program, which has represented the hiring 
of over 100,000 youths during the first half of 1979, by developing, intensi- 
fying and extending the positive experience from this prograz. 


Continuation of the program for promotion of employment for subsidiary workers, 
through temporary contracts, without a loss of their rights. In both this 
program, which is one of the most generous at present in “urcope, and the pre- 
vious ome there will be an intensification of their dissemination in the areas 
of emall and medium-sized business firms. 


Program of assistance to the employment of women w th family responsibilities. 
At the same time, and to promote access to and incorporation into work for 

the female population, their inclusion in occupational training activities 
will be facilitated. 


2. Action on the spatial distribution of unemployment. 


The economic policy for the next few years will seek appropriate sectorial and 
spatial equilibriun. 


Apart from the priorities established in the public investment programs for the 
areas with high unemployment rates, the following specific action will be taken: 


Implementation of a program .avolving 10 million pesetas per year, for the 
creation of jobs, through aid to investments being made by companies, espe- 
cially emall and medium-sized ones, in the areas affected by industrial re- 
organization processes and those in the rural sections. 


Program for collaboration with municipal governments which employ workers 
who receive unemployment insurance. 


Allocation, during 1979, of community employment funds of up to a limit of 
12 million pesetas in the areas with the greatest agricultural unemployment. 
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In 1980, a new system of assistance for agricultural unemployment will be 
established, so that access to it will take place under objective terms, 
establishing priorities for the farm worker with family responsibilities. 


The new system will guarantee that the utilization of the funds is made 
properly and effectively. 


Protection for the Unemployed 


As has been noted previously, despite the action related to the active policy 
of creating jobs and reducing the labor supply, it may be anticipated that 
there will be a large amount of unemployment in the years to come, something 
which requires proper protection. 


The government will undertake to reform the current system of unemployment 
insurance and, for this purpose, it will adopt measures for the prompt dis- 
cussion and passage of the Basic Law on Employment, which has already been 
submitted to the Congress of Deputies, and which is based on the following 
principles: 


The duration of the unemployment benefits will be based on the periods of 
employment covered by the unemployment insurance. 


The amount of the benefits will have a maximum limit, and will decrease with 
the passage of time. 


In exceptional cases, and on the basis of personal and family circumstances, 
a subsidy of an assistance type will be established, the amount of which will 
be equivalent to a fractionof the inter-occupational minigun wage. 


In connection with the financing of unemployment insurance, and so long as 
the present rates of unemployment continue, the state will contribute up to 
40 percent of the total amount, so that there will not be an excessive in- 
crease in the costs borne by the business owners and workers. 


Government Controlled Industry 
Barcelona LA VANGUARDIA in Spanish 24 Aug 79 p 23 


{Part 7? of article series: "The Government's Economic Program: Restructuring 
and Security of Industrial Sectors in a State of Crisis”) 


[Text] The second aspect dealt with in the part of the program devoted to 
basic lines of action is that of the industrial sectors in a state of crisis. 
One of the first criticisms that has been made of this section of the program 
is that it only considers the iron and steel and marine construction indus- 
tries. Mr Leal, the minister of economy, has responded to this criticism by 
pointing out that thie is not a sectorial program and that, furthermore, 
action has been undertaken to correct the imbalances that exist in other 
sectors. 


62 














Just as in the other industrial countries, the necessary streanlining of 
whole sectors of our productive system to cope with the crisis will demand 
& great investment effort, which will have to be made precisely during « 
period of moderate economic growth, wherein, at the same time, the energy 
sector will also necessarily absorb a sizable share of the available re- 
sources. 


Under these circumstances, it is obvious that our country (like the majority 
of the industrial economies) will have to take steps to reallocate funds, 
which will inevitably have to be given on a priority basis to activities 

that are directly productive. Under the present conditions, there is no al- 
ternmate option, unless we want to jeopardize our industrial grovth, and hence 
the future of the entire economic systen. 


This unavoidable reallocation of funds will necessitate a delay in meeting 
social demands, which can only be met when the current crisis has been sur- 
mounted. 





The concentr’.i a of the negative effects of the crisis on certain industrial 
sectors ( th se in which the presence of public enterprise is also signifi- 
cant) has di ‘, -ed a series of administrative sections which began during the 
past 2 years, ad which will continue and become reinforced. Both national 
and interrational experience has confirmed that the necessary reconversion 
of these sectors is impossible without the intervention and backing of the 
administration. 


The crisis in these industrial sectors on an international scale has been 
caused not only by the energy crisis, but also by new international tendencies 
in the division of labor and by structural flaws related to technology, the 
cost of labor and the rate of investment; differences which have been evident 
for years. In the case of the iron and steel and marine construction (large 
shipyards) sectors, the situation in Spain has been worsened by substantial 
errors made in estimating future demand, and by incorrect planning of the 
expansion of production. All this has led these two sectors into 4 state 

of widespread crisis which, with a few exceptions, has affected all the busi- 
ness firms which comprise then. 


The status of these firms may be described, in general, with the following 
data: 


High fixed costs per unit produced, and low relative productivity on a glutted 
world market; 


Large operational deficit, increasing in 1979, exacerbated by the inflexibi- 
lity of the labor market; 


Growing debt and high financial costs, exacerbated by the deficient financial 
structure of the firms; 
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Impossibility of coping with the planned investments, much less those which 
require the necessary restructuring and reconversion. 


Hence, the policy for industrial restructuring will be backed by the adminis- 
tration through two types of supplementary action, aimed at achieving finan- 
cial security and higher tates of competitiveness and productivity. 


A reduction in financial costs, particularly for the firms wherein the struc- 
tural and technological shortcomings are less serious than those related tu 
their financial structure, and which therefore have a greater chance for 
future survival, when faced with international competition and integration 
into Europe. 


This governmental backing for financial security will take place on a selec- 
tive basis and contingent on the pursuit of minimal goals for competitiveness 
and productivity in each firm. In most instances, this will require a defi- 
nite, in-depth restructuring and a compromise in the area of wages. 


This action has specific dimensions iu the iron and steel and the ship-building 
sectors. 


Iron and Streel 


The international iron and steel crisis which began in 1975 has been felt in 
the Spanish iron and steel industry, deeply affecting the status of the com 
panies, particularly those of the complete and special steel sector. This has 
created a need to decide on a series of measures in the area of prices (which 
have been geared to the ECSC [European Coal and Steel Community] system), pro- 
duction and exports, and of a financial nature, noteworthy among which are 
those included in Law 60/78 on emergency measures to back the iron and steel 
sector. 


This action should be considered the first phase of a readjustment process 
aimed at surmounting the crisis through increased competitiveness; in other 
words, by bringing the cost and production levels in the Spanish iron and 
steel industry in line with those in the leading European countries. 


In order to achieve that desirable level of competitiveness, the Spanish iron 
and steel industry must, on the one hand, develop its production capacity 

in accordance with the foreseeable status of domestic steel consumption and 
the opportunities for exporting steel; and, on the other, make a reduction 

in costs, which will involve three types of action: 


Investment in new production processes in order to reduce specific consump- 
tion; 


Investments to correct the imbalances in production that are being observed 
at present in certain plants; 
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A realistic arrangement of employment, both direct and indirect, so that the 
companies will operate more efficiently, by means of a sizable increase in 
productivity. 


Finally, the Spanish iron and steel industry wi'’ have to move toward products 
with greater added value, within a framework of productive specialization 


that will be imposed by our technological standing and international competi- 
tion. 


From the standpoint of supply, this action will help to achieve a balanced 
iron and steel industry that is capable of effectively planning for the future. 
However, of itself it will not be reflected in the corresponding increase in 
competitiveness unless it is accompanied by a better utilization of the ad- 
vantages of industrial concentration and by a change in the financial struc- 
ture of certain firms which are operating at the present time with too high 

a level of indebtedness that is incompatible with the risks that this indus- 
trial activity entails, especially at this time. 


Marine Construction (Large Shipyards) 


The crisis in marine construction has affected all the constructing nations, 
among which Spain holds a leading position. This fact has caused a serious 
imbalance between the production capacity of the shipyards, particularly 
those cf large size, and the forecasts for demand over the next few years. 


In view of this situation, the government adopted a series of emergency mea- 
sures last year, bots to gear the rate of activity to the current situation 
and to provide financial resources for the comapnies and for the contracting 
of new ships. 


These emergency measures were the first phase in a combination of actions 
that will be carried out over the medium term, because the solution in the 
marine construction area promises to take several years. 


This action will be as follows: 


To adjust the volume of production to the foreseeable demand, which will af- 
fect both the volume and type of products manufactured; 


To increase the competitiveness of the marine construction industry, by im 
proving its productivity; which will demand both an improvement in output 
and a proper arrangement of the structure and volume of employment in this 
sector; 


To undertake new activities and intensify those associated with marine con- 
struction in a diversification process. 


The foregoing action will necessitate the adoption of a set of measures aimed 
at: 
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Surmounting the large deficits and improving the financial structure of the 
large shipyards, which have been particularly hard hit by the crisis; 


Establishing lines for financing sales in the amounts and using the methods 
employed on the international markets; 


Devising the mechanisms for backing marine construction in the manner and 
amount of those used in the leading European countries with which Spanish 
marine construction must compete; 


Gearing the volume and structure of employment to the type and level of pro- 
ductive activity anticipated over the medium tern. 


Investment Policies 
Barcelona LA VANGUARDIA in Spanish 25 Aug 79 p 20 


[Part 8 of article series: “The Government's Economic Program: the Financing 
of Investment Processes" ] 


[Text] The insignificant or non-existent increase in private investment is 
the key to the economic crisis. The causes of this phenomenon are varied, 
depending on the standpoint from which they are analyzed. Preeminent in 
this part of the government's program is a series of provisions concerning 
the stock market, which has experienced an uninterrupted decline for the 
past 5 years, and the formulation of the plan to continue liberalizing the 
financial system, a process which began on the occasion of the Moncloa agree 
ments. 


Generally speaking, the financing of investment is confronted with two main 
obstacles at the present time: the relative shortage of funds which could 
be used for that financing without producing inflationary tension, and the 
progressively increased cost of the existing financing, due in large measure 
to the high inflation rate still affecting our economy. 


The underlying cause of the shortage of investment funds is the decline in 
the rate of private savings which, in the case of the business firms, has 
been adversely affected by the influence that the economic crisis has had on 
the surpluses of business owners. An increase in the funds to be used to 
finance productive investments necessarily demands a reduction in the infla- 
tion rate and preventing the compensation from savings from being negative 
in real terms when price hikes exceed the interest rates with which family 
savings are paid compensation. On the other hand, the incentive for savings 
requires the production of attractive financial assets which will afford an 
adequate response from the standpoint of terms of interest rates, general 
features and terms of demand for savers. 


With regard to the second aspect previously cited, the higher cost of financ- 
ing for business firms is a result of a complex set of causes which mutually 
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nurture one another, noteworthy among which are: 


Inflation which, with greater or lesser speed, ends up causing a rise in in- 
terest rates, as another manifestation of the imbalance in domestic prices; 


The necessity of certain investments to be made by the financing entities, 
with interest rates lower than those on the market, and an income return that 
is compensated for through the interest rates charged in normal lending opera- 
tions. Furthermore, the financing terms have become more expensive for the 
sectors which traditionally benefit from privileged circles, since the in- 


terest rates for these operations have more closely approached those on the 
market; 


The difficult status of business activity itself, which has prompted the fi- 
nancing entities to raise financing costs directly or indirectly, in an at- 
tempt to protect themselves from the dangers inherent in unfavorable economic 
situations; 


The lack of sufficient competition among lending entities and the high cost 
of middlemen operations therein. 


These two basic financing problems require a series of actions aimed primari- 
ly at promoting savings and at intensifying and improving the financing chan- 
nels; as well as overseeing the financing of the public sector, so that its 
recourse to the Bank of Spain will not unfavorably affect the financing of 
the private sector. 


The changes made in the financial system during recent years have been intend- 
ed to eliminate the inflexibility caused by previous intervention, and to 
hasten the changes which were begun as part of the liberalizing policy. 


In the future, it will be necessary to focus attention on three principal 
areas: 


The regulation of the financial institutions; reform of the stock market; and, 
fiscal support for investment. 


Regulation of the Financial Institutions 


Greater competition among the financial entities will be sought, as an essen- 
tial requirement for achieving a more flexible and more effective financial 
system which will operate with lower costs. For this purpose, the policy of 
liberalization which was begun will be continued, both with regard to the 
Spanish financial entities and those of other nations which seek to operate 
in our country. 


A reduction will be fostered in the financial costs currently affecting busi- 
ness firms, acting bascially on the costs of middleman operations, and estab- 
lishing suitable rates for the services rendered by the financial middlemen, 


67 








and paying interest rates closer to those on the market for the public funds 
and private credit in which the financial institutions must necessarily in- 
vest. 


Special vigilance will be exercised over compliance with all the laws govern- 
ing the active and passive operations of the depositing institutions; and, 

in particular, stringent adherence to the terms and conditions for time de- 
posits, so as to prevent the absorption of those funds which should normally 
be channeled through the capital market, thereby developing the latter. 


On a temporary basis, and while the market mechanisms for financing medium 
and long terminvestment are being intensified, there will be a 6-month sus- 
pension of the reduction called for in the investment coefficient of the 
private banks. As of 1 March 1980, the process of reducing the investment 
coefficient at the rate of 0.10 points every 2 months will continue. This 
measure will guarantee additional financing amounting to about 70 million 
pesetas, directed mainly toward the equipment sector. At the same time, and 
for the purpose of reducing the difference in interest that exists between 
the operations included in the investment coefficient and the normal opera- 
tions in banking activity, there will be a 1 point increase in the interest 
rates currently applied to those special operations. 


The liberalization policy begun in the area of financial entities other than 
banks will continue, carrying out the regulations pertaining to savings banks, 
credit cooperatives and financing entities in order to give them greater 
operational leeway and thus expand the network of institutions operating 
within our financial systen. 


Government credit will promote the financing, at suitable costs, of the ne- 
cessary process of industrial reconversion that our economy requires. The 
financing of government credit will increasingly adhere to the planned policy 
of issuances on market terms. 


New instruments will be developed, through the Mortgage Bank in particular, 
which will bolster the mortgage market, through the issuance of certificates, 
bonds, and mortgage shares on terms capable of producing a sufficiently fluid 
secondary market. 


Stock Market Reform 


In order to guarantee greater information and operational leeway for the mar- 
ket, to update its structure and to achieve improved integration of it with 
the rest of the financial system, the government intends to carry out the 
following action: 


A reform of the Regulations on Stock Exchanges, and additional provisions re- 
quired to control the following specific areas: public purchase bids, infor- 
mation that must be provided by the issuing entities whose securities are 
quoted on the exchange, the terms for admission to and maintenance in offi- 
cial quotation, as well as the granting of the status of authorized quota- 
tion, and regulations for contracting and rates; 
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An improvement in the system of settlements and compensation; 


An improvement and expansion of the associative systems for official interme- 
diary agents among themselves, and between them and third parties; 


Promotion of intermediary activity on the fixed income market, in order to 
stabilize the changes and bolster the secondary market for those assets; 


Regulation of credit operations along the lines which are now customary on 
the more developed financial markets. 


Fiscal Support for Investment 


The government intends to make full use of the opportunities for fiscal sup- 
port for investment called for in the current legislation. In this connec- 
tion, the following action will be taken: 


in the draft budget law for 1980, there will be an expansion of the limits 
for deduction from the income tax payment, based on a selective investment 
policy. 


Periodic use will be made of the technique of regulating balances and re- 
evaluating assets of physical persons from the standpoint of the changes in 
prices which affect them. Insefar as the regulation of balances authorized 
in the current budget law is concerned, there will be a prompt publication 
of the regulatory provisions which pertain to it. 


In subsequent budget laws there will be maximum implementation of the tax 
incentive called for in the Corporation Tax Law, which allows for a deduction 
of a percentage of the amount of investment from the tax payment. 


In this regard, the maximum allowable limits of 15 and even 25 percent will 
se applied in the case of investment programs associated with employment, 
ind the terms of deduction from the tax payment will be geared to the nature 
f the investment. A simplified procedure will be arranged so that these 
tax benefits may be readily applied to investments made by individual busi- 


ness owners. 


A bill will be sumbitted to the Congress of Deputies on a system of collec- 
tive investment institutions before 31 December 1979, which will contain a 
regulation on the pension funds of business firms. 


Foreign Trade Policies 
Barcelona LA VANGUARDIA in Spanish 26 Aug 79 p 33 


‘Part 9 of article series: “The Government's Economic Program: the External 
8e tor’ | 
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[Text] There is no doubt whatever that the external sector has been the driv- 
ing force for the slight recovery in the Spanish economy since the Moncloa 
agreements. Over 2 years since the devaluation of July 1977, and although 
it may be anticipated that this year will close with a surplus in the balance 
of payments, the external sector is showing signs of depletion, both because 
of the difficulties being encountered by Spanish products abroad in view of 
our high domestic inflation rate, and because of the measures adopted by the 
government to reduce the excess liquidity produced by the sector. In any 
event, our foreign exchange reserves are at the highest level in the nation's 
history. 


The external sector no longer appears to be a factor for stifling our poten- 
tial for growth over the short term. The enormous effort at adjustment made 
since 1977 has made it possible to surmount the difficulties which had made 
the balance of payments one of the weak spots in our economy during the 3- 
year interval from 1974 to 1976. But the current surplus accrued in 1978, 
which may be expected to be accrued in 1979, should not lead to the assump- 
tion that the external sector is no longer an area for priority attention in 
the economic policy. There are two reasons for this: 


First, because the structural conditions of our balance of payments and our 
economy, and the simultaneous dependence on certain imports, such as energy 
and on certain markets on which to sell our goods and services, have made 
any surplus situation temporary and subject to substantial change within a 
short period of time. 


Second, because the external sector contributes to our economy, through the 
exporting of goods and services, not only funds with which to meet our import 
requirements, but also employment and competition. According to data from 
the National Accounting Office, based on 1964, exports of goods and services 
changed from representing 5.5 percent of the gross national product at mar- 
ket prices in 1964 to accounting for 14.6 percent in 1978, at constant prices. 
Throughout 1978 and the months of 1979 that have elapsed, exports have been 
an extremely important factor for generating activity, and hence employment; 
and in the years immediately ahead, they will continue to play a highly sig- 
nificant role in this regard. And the increasing openness toward the exter- 
nal area (which will inevitably spread as a result of our joining the EEC) 
has contributed greatly toward the anti-inflationary policy and has intro- 
duced additional elements of liberty and competition into an economy that 

is even more in need of then. 


This attention to the external sector must be materialized in the trade and 
tariff policy and in the control of exchanges. 


Trade and Tariff Policy 


The guidelines for the trade policy will be aimed in three directions: in- 
tegration into the EEC, liberalization of imports, and development of exports. 
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1. Spain's Integration into the EEC 


The first great option in Spain's trade policy during the next few years is 
obviously integration into the EEC. According to the current timetable, 
the negotiations for signing the treaty on membership will begin in Septen- 
ber 19/2, and could last for about a year or a year and a half. 


With the prospect of our membership in the EEC, the adjustments that will 
have to be made in the trade and tariff policy are multiple, of varying inm- 
portance and depth and at different intervals. There are, on the one hand, 
matters of administrative adjustment; and, on the other, there are matters 
of techuical adjustment. But, in addition, we must make certain that this 
general adjustment to community standards takes place under the best pos- 
sible conditions for Spanish economic interests. Hence, it involves making 
a systematic adjustment of our trade and tariff standards to those of the 
Community, but with sufficient flexibility to insure that there will be no 
lack of protection at any time for the sensitive sectors, and that the tech- 
nical adjustment will be in keeping with the maintenance of our negotiating 
positions. 


The tasks required immediately in this respect are the adjustment of our ta- 
riff system to the TEC [European Community Tariff ?], the adjustment of our 
protection systems concerning sensitive imports and the adjustment of the 
principal standards of a customs nature. 

2. Import Policy 


The import policy will continue along the basic line of liberalization begun 
in 1978. The main objectives in this area will be the following: 


Elimination of state commerce within a period of 2 years; 

Establishment of the mechanisms of timetables, quotas, compensating duties 
and regulatory duties for the products which are excluded in the state conm- 
merce system; 

Establishment of suitable protective measures for sensitive products; 


Maximum simplification of the administrative procedures for importing; 


Progressive adjustment of the Spanish tariff to the EEC's common external 
tariff; 


Establishment of technical standards similar to those which exist on the 
domestic market for imported products. 


3. Export Policy 


The policy to promote exports will be guided by the following principles: 
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Maintenance of a suitable system of credit for exports that is sufficiently 
provided with funds; 


Expansion of the system of commercial offices abroad, and expansion and ex- 
ten ion of the commercial information services; 


Simplification and acceleration of the procedures for tax deductions for ex- 
ports, to eliminate the delay in obtaining them that continues to occur des- 
pite the efforts that have been made; 


Administrative simplification and elimination of red tape and controls in- 
volving exports. 





Control of Exchanges 


Spain's increasing ties with international economic and financial markets, and 
our country’s future integration into the EEC advise liberalization and flexi- 
bility in the current regulations for control of exchanges to the greatest 
degree possible. 


In this regard, the chief lines of action will be as follows: 

1. Current invisible transactions 

Development of the principles of liberalization for invisible transactions, 
expanding the areas for delegation of power in the savings and other banks 
insofar as payments and transfers abroad are concerned. 


2. Foreign investments in Spain 


Simplification of the standards for procedure and negotiation regarding in- 
vestments subject to prior administrative authorization; 


Extension of the present principles of liberalization regarding the direct 
foreign investments which contribute to the creation of jobs; 


Preparation of the legal reforms required for the adjustment of Spain's regu- 
lations on direct and portfolio foreign investments to EEC standards. 


3. Spanish investments abroad 


The current regulations will be simplified by reducing the periods that are 
now required to handle paper work. 


There will be an actual liberalization of the direct Spanish investments 
abroad which, owing to their size, economic sector or features, are consi- 
dered of benefit to the national economy. 


This simplification and liberalization will take place at first through the 
mechanism of positive administrative silence. 
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Insofar as portfolio investments are concerned, there will be an expansion of 
the opportunities that currently exist for investments in foreign stock mar- 
kets made by real estate investment funds and companies, as well as their 
possible extension to other financial institutions, such as savings and other 
banks and insurance companies; and also the possibility, in certain instances 
(with securities issued by Spanish firms), that residents may be financial 
stockholders of foreign currency. 


Finally, with regard to the rate of exchange, the government will continue 

a policy aimed at insuring that the price of the peseta is at all times 
geared to the overall trends on the market, in a free floating system, avoid- 
ing sudden, artificial fluctuations in the prices. Similarly, and in order 
to facilitate the banks’ action in operations involving collection and pay- 
ment abroad, the foreign exchange position that they are authorized to mzin- 
tain will be enhanced. 


Public Sector 
Barcelona LA VANGUARDIA in Spanish 28 Aug 79 p 20 


(Part 10 of article series: "The Government's Economic Program: Economic Con- 
duct of the Public Sector"] 


|Text] The first neutral reactions to the government's economic program (that 
is, those which do not originate with the opposition or those of the govern- 
ment itself, reacting to the criticism) are in agreement in stating that the 
section devoted to the conduct of the public sector is the most important 
one in the program. In fact, there is for the first time a serious effort 
to discipline public spending in its threefold aspect of the state, social 
security and the public enterprises. Whether these ambitious plans will be- 
come a reality only events can prove, beginning with the discussion of the 
state budgets for 1980. 


In a modern market economy, the public sector must effectively fulfill a 
series of social requirements the financing of which must be provided through 
the taxes of all the citizens, carried out on the basis of a fair, progres- 
sive tax system, and without producing deficits which, because of their large 
size or the problems that their financing could cause,may sharply reduce the 
flow of credit to the private sector. 


In order to perform its tasks, the public sector will gear its activity to 
certain general criteria (which affect both its revenue and expenses, and 
the deficit and its financing), and it will focus its attention in particu- 
lar on some aspects of major importance over the medium term (beyond the 
budgetary period), such as the scheduling of public investments, and better 
control of public spending, the financing of social security and the opera- 
tion of public enterprise. 


the energy crisis has placed considerable limitations on economic growth, 
which require a strict discipline in the real income earned by the various 
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economic subjects. Sut this behavioral discipline, which is felt most se- 
verely in the case of the unemployed, demands some effective consideration 
in the area of fulfilling social needs and covering the risks to which each 
individual is subjected. 


Now then, a substantial improvement in the quantity and quality of public 
services that are supplied, and in the extent to which the risks are provid- 
ed for, does not necessarily entail an increase in the public budgets’ share 
of the national spending. A rearrangement of the composition of the spend- 
ing, and the introduction of criteria for efficiency, will make it possible 
to finance adequate coverage of social needs with a moderate increase in tax 
pressure and without causing inflationary distortions. 





State 
A. Public revenue 


Without detriment to the subsequent consideration of the principles of fi- 
nancing public enterprises and social security, the basic financing for the 
state anc its autonomous agencies stems from the tax system, a4 a suitable 
instrument for reasons of both efficiency and equity. Hence, the continua- 
tion of the tax reform that was started and made possible by the establish- 
ment of a democratic system, which as early as 1978 brought about the pas- 
sage of two basic laws on direct taxes (tax on the income of physical persons 
and tax on the income of corporations), will be the essential criterion gov- 
erning tax policy over the medium term, aside from the incidental slight dif- 
ferences that may prove fitting. 





Hence, it is the government's intention to continue and complete the process 
of tax reform. To this end, action will be taken in the following directions: 


Development of the direct taxation schedule, particularly that containing the 
precise regulatory standards for the levying of the taxes which have already 
been approved; 


Acceleration of the legislative procedures relating to the bills for the tax 
on estates and gifts; 


Adjustment of the indirect taxation, with the gradual introduction of the 
added value tax, which will make it possible to reduce the costs of social 
security to management, and to temporarily homogenize, unify and integrate 
the indirect taxes in effect on travel, luxury items and certain specific 
products. For this purpose, priority has been attached to the passage of 

the bills on the temporary indirect taxation system, on transfers of property 
and documented legal proceedings and on special taxes, which the government 
has sent to Congress; 


Bolstering of the treasury's administrative facilities. In this regard, it 
is the government's main objective: 
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To improve the territerial organization for tax adainistration; 
Te bolster the Ministry of Finance's Data Processing Center; 

To plan inspection activity; 

To simplify the tax procedure. 

8B. Public spending 


On the ome hand, it is the government's intention to curb the increase in the 
state's current expenses. In this connection, the government has pledged to 
keep the increase in current public expenditure, nominally speaking, below 
the growch in the gross national product, excluding transfers from the state 
to social security. 


Secondly, tere must be an improvement in the share of public investment among 
the total public expenditures, and public investment must be aimed particular- 
ly at directly productive activities which could have a major impact on the 
creation of jobs and which tend to facilitate the operation of the private 


sector. 


in view of the predictions on GNP growth over the medium term, and the nega- 
tive eflects of the crisis on activity, public investment must be a major 
driving force for employment and for stimulating economic activity as a whole. 
In any ewent, the top levels of public investment aust be based, on the one 
hand, om the criteria for proper financing of the deficit, and, on the other, 
the attainment of a suitable distribution of financing between the public 
ind private sectors. 


The lewoetments of the state subsector will be selected in accordance with 
e f |lowing preferential criteria: 


sents of a productive nature will be selected, those vhich will not cause 
le tecreases in current public spending. 


An attempt will be made to have them employ a large percentage of labor direct- 
ly am ,senerete indirect employment. 

se leveetment will tend to be concentrated in the sections of the country 
wieceia there are the highest rates of unemployment, as well as in those with 


‘reat svortage of infrastructure. 
C. Control and efficacy of public spending 
fiirdiy, tneofar as the handling and control of public spending are concern- 


ed, % © problems will be dealt with on a priority basis: a. the budgetary 
b. control of spending; and, c. the productivity of public spending. 
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Improvement of the budgetary process 


At the present time, the budget is more a budget of resources than a genuine 
program for economic activity aimed at attaining goals, despite the progress 
that has been made recently. Hence, it will be necessary to pursue the ad- 
ministrative effort aimed at achieving increasingly high levels of visibility 
regarding public spending, which will take shape through the following action: 


An impetus to the budget based on programs, so that the timely decisions on 
spending may be constantly evaluated in accordance with the goals that are 
being sought, and with the priorities set on the basis of alternate plans of 
action; 


The gradual introduciion of the “base zero budget,” which entails a revision 
of the existing programs for expenditures, gradually abandoning the systvms 
of examining only the additional expenditures for each year, and making bud- 
getary decisions based on an order of priorities; 


The creation of budget offices in each ministerial department, units which, 
both functionally and for the sole purpose of dealing with the budgets of 

the pertinent awinistry, will be coordinated by the Ministry of Finance, and 
will consist basically of employees from the respective department assigned 

to them. These offices, as they are conceived, would allow for the decentral- 
ization of the process of preparing and improving budgets, and for bureau- 
cratic simplification of the procedures for this, without an increase in per- 
sonnel expenses. 


Improvement of budgetary control 


The social requirements, in a logical relationship to the fiscal effort that 
is demanded, for greater control over public spending,both a priori and a 
posteriori, make it necessary to establish or improve new methods, techniques 
and procedures. In this regard, the following action will be taken: 


A deepseated revision of the a posteriori external control of the execution 
of the budget, through a new law on the official auditing department; 


Reform of the process of internal control, by providing facilities for and 
boletering control of efficiency, financial control and the auditing offices; 


Formulation of a general public accounting plan which, in addition to budget- 
ary accounting, will cover the accounting for capital, management and analy- 
sis. This plan is a fundamental instrument for any modern public administra- 
tion, because it supplies information not only on budgetary and accountable 
cost*e, strictly speaking, but also on the economic and social costs of the 
spending programe and their net return. 


Increase in productivity 


In view of the fact that personnel expenditures currently absorb about 45 
percent of the budgets of the public administrations, it is a priority goal 
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of the government to pzke a relative cut in personnel costs and in increase 
in personnel productivity. 


In addition to the series of actions contained in the 100 million program to 


cut public spending, the following measures will be adopted over the aedius 
term: 


Promotion of mobility of personnel within the administration, both in a ver- 
tical direction (administrative careers) and a horizontal one; 


Adoption of 4 realistic salary policy that will permit incentives to be given 
selectively to employees on the basis of their efficient service; 


Stringent application of the cost-benefit criterion when it is time to de- 
cide on the creation of new services, or the expansion of those in existence. 


The pledge made to keep the increase in the state's current expenses beneath 
the nominal growth in the GNP, together with improved productivity in the 
public sector and a positive increase in tax revenue, will make it possible 
to keep the volume of the deficit within bounds that can be financed, with- 
out distorting the capital market or taking financial resources away fron 
the private sector. 


In any event, and in accordance with the process of liberalizing the finan- 
cial system that is under way, the public debt issues will be made on the 
basis of the market conditions which prevail at any given time, both with 
regard to the interest rate and the amortization terms. The constant pres- 
ence of public issues on the capital market under these circumstances will 
contribute to its diversification and revitalization. 


Social Security 


In 1979, the budgetary expenditures for social security amount to 1.6 bil- 
lion pesetas, representing 12.5 percent of the GP, as compared with 8 per- 
cent in 1975. This increase is a result of a mijor effort for redistribu- 
tion, financed partly by an increase in payments by beneficiaries and part- 
ly by the state's increased contributions. The latter rose from 30 million 
in 1977 to 150 million during the current fiscal year, thus absorbing two 
thirds of the increase in tax pressure that has taken place during the past 

2 years. This change has not precluded the advent of sizable deficits which, 
if the measures to be proposed subsequently are not adopted, could amount 

to 100 million pesetas. 


it is important to emphasize the basically redistributive nature of the so- 
cial security expenditures. Pensions, which accounted for 38 percent of the 
cash benefits in 1975, represent 50 percent thereof in 1979, an increase 

far in excess of what would have resulted from the mere application of 
ectuarial calculations; which reflects the effort made by the active po- 
culation on behalf of retired persons. The other two major areas that 


17 




















have undergone sizable increments are unemployment benefits and those for 
temporary disability for work. These two, together with pensions, currently 
account for about two thirds of the total social security benefits. 


It is the government's aim not to allow the financing of this major effort 
for redistribution to represent an additional tax burden on salaries; be- 
cause that would discourage the creation of new jobs, by making the cost 
thereof even higher. The society must acquire an awareness of the fact that 
every additional redistributive benefit financed by an increase in contribu- 
tions by beneficiaries will result in a greater increase in prices and a 
reduction in the volume of employment. This is the cost inherent in a re- 
distributive process which has by now reached the limits that can be with- 
stood in terms of efficacy. 


Therefore, the stringency in financing social] securi y must be carried to ex- 
tremes, establishing as a basic rule for action the principles of neutrality, 
the state's increasing contribution and a balanced budget, all of which will 

now be described in detail: 


Neutrality: The charges for social security in the form of beneficiary con- 
tributions should not increase their effect on the structure of the costs of 
business firms. For this purpose: 


As of 1 January of each fiscal year, the minimum and maximum bases for bene- 
ficiary contributions will be updated, annually, in accordance with the con- 
sumer price index, except for the fraction of increase therein due to the 
repercussions of increased prices for petroleum products; and keeping the 
rates of contribution unchanged. 


The beneficiary contribution will have a progressive effect on real salaries. 
tor this purpose, there will be a 10 point increase per year in the propor- 
tions of the maximum base with respect to the minimum base, starting with 

the 230 percent established in 1979. 


There will be no change in the rate of the current tax (14 percent) on the 
amount paid by way of overtime, the essential goal of which is to eliminate 
the obstacle of generating employment which previously entailed exemption 
of such overtime from the social charges resulting from the hiring of a new 
worker. 


The state's increasing contribution: In the Moncioa agreements, the govern- 
ment assumed the commitment to make a progressive increase in state contri- 
butions to social security expenses of up to 20 percent in 1983. In ful- 
filling this commitment, the state's contribution was increased from 30 
million in 1977 to 100 million in 1978. By virtue of a decree-law, certain 
types of expenditures (unemployment insurance and other lesser types) were 
transferred to the state area. At the time when the aforementioned commit- 
ment was assumed, these types of expenditure were included in the 1978 so- 
cial security budget then being prepared, and their total volume in terms 
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of initial credit amounted to nearly 170 million, the equivalent of 13 per- 
cent of the total social security budget. 


In view of the effect that this transfer of authority involves, the 20 per- 
cent commitment must be redefined, so that the state's effort will be exact- 
ly equivalent. Therefore: 


The state's participation in the initial budget for social security expendi- 
tures in 1983 will amount to 17.5 percent in 1983, and 20 percent in 1984. 


The state's participation in the financing of the unemployment subsidy will 
stand at 40 percent, and it will be incumbent on the business firms and work- 
ers to finance the remaining 60 percent. 


The commitment to attain a 20 percent participation in social security expen- 
ditures by 1984 entails a transfer by the state to that agency, up until the 
latter year, of virtually all the tax funds produced by the consecutive in- 
creases in tax pressure. 


Balanced budget: All of the redistributive benefits and those for assistance 
in the social security area must be financed exclusively by the beneficiaries’ 
contributions and by the aforementioned state contribution. 


Public Enterprise 


Without detriment to the principles contained in the draft statute on public 
enterprise scheduled for study and approval by the Cortes by the end of the 
year, the government deems it necessary to establish some general economic 
guidelines now for public enterprises as a whois. in view of their economic 
status and the current problems in the economy. 


Despite the fact that public enterprise in Spain is represented in many sec- 
tors of activity, its participation in the national macroeconomic areas is 
sonsiderably less than that attained by its counterparts in the EEC nations. 
Nevertheless, so that Spanish public enterprise may discharge a function in 
the national economywhich is comparable to that in those countries, the fol- 
lowing shortcomings must first be eliminated: 


The application of a misunderstood principle of subsidiary status, which all 
too often has forced the undertaking of unprofitable activities and, on oth- 
er occasions, has precluded the development of plans to suppiement those al- 
ready in existence, with resultant repercussions on their income return; 


Use of public enterprise on many occasions as an instrument for a very short 
term incidental policy, without a prior analysis of the social and economic 
costs and benefits of such operations, and of other possible alternatives; 


‘hortsge of its own funds, and a resultant excessive burden of financial 
charges on its results; 
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Lack of coordination between sectorial guidelines of public enterprises and 
the overall economic policy; 


Insufficient attention to the requirements for regional development. 


With regard to the criteria for future action, we should cite as a basic 
rule governing the inters«ntion of public enterprise in the national economy 
the pursuit of goals which, while producing major external economy and serv- 
ing as an instrument to correct the current or potential imbalances on the 
market, will not be incompatible with an overall criterion for economic pro- 
fitability. 


The necessary action in sectors without economic profitability will only be 
possible if the losses are sufficiently offset in part by subsidies and in 
part by the procurement of funds from activities producing gains. The si- 
multaneous action in sectors which are economically profitable and unprofit- 
able should make it possible to absorb the temporary losses that might occur. 


Pursuanttothis basic principle, the following criteria for action may be ex- 
pressed: 


Except in unusual cases, the creation of new public enterprises in the future 
must take place through a law approved by the Cortes. It is the government's 
intention to include this general principle in the draft statute on public 
enterprise, which will be submitted to the Cortes at the end of this year. 


The financial equilibrium of public enterprises must be achieved mainly 
through the normal method of their competitiveness on the market, with sub- 
sidies having an exceptional status. 


There will be a continuation of the policy of providing public enterprises 
with sufficient capital to enable them to complete on equal terms with pri- 
vate enterprises in the regular financing systems, while the traditional 
privileged systems are being abolished. 


If a public enterprise must suffer temporary losses owing to intervention in 
sectors ina state of crisis, the state will grant the necessary assistance 
until they are reconverted, appropriating it in advance in the general state 
budgets. 


On an annual basis, there will be established in the general state budgets 
the appropriations for the public enterprises which benefit from subsidies; 
without their being allowed subsequently, as has been the case up until now, 
to resort to the special credit system, which violates the budgetary dis- 
cipline that should preveil in all action taken by the public sector. 


The government will periodically submit to the Cortes a detailed report on 
the management and progress of the most significant areas, particularly 
those of the public enterprises which have losses or which are obtaining 
subsidies borne by the state budget, 
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in its relations with third parties, public enterprise will adhere to the 


principle of equality with private enterprise, so as to preclude discrimi- 
natory situations. 


Final Conclusions 
Barcelona LA VANGUARDIA in Spanish 29 Aug 79 p 23 
[Part 1l of article series: “The Government's Economic Program: Conclusions" ] 


Text] With this llth installment devoted to conclusions, LA VANGUARDIA brings 
to an end the publication of the government's economic program, the contents 
of which were released to the news media on 14 August, and the complete re- 
printing of which began in our issue of 17 August. The basic goal of this 
complete publication has been to enable the reader to judge for himself a 
program which, at least theoretically, will have a decisive effect on his 
daily life. Unfortunately, the criticism that has been made of it to date 

has been based more on the ideology of the respective critics than on its 

real potential for extricating the Spanish economy from the dangerous state 

of stagnation accompanied by inflation in which it finds itself at present. 


The second major impact of the energy crisis triggered by the incidents in 
Iran at the beginning of 1979 has been to curb the growth anticipated in the 
Western economies. imposing the need for a new reallocation of productive 
resources on a worldwide scale. 


These circumstances have hampered the process of adjustment that the Spanish 
economy is undergoing, and have required a prompt revision of the objectives 
planned for 1979. 


The potential growth of the Spanish economy over the medium term has, in turn, 
been drastically reduced; and, although the essential goal of the economic 
policy is still that of growing one or two points above the growth in the 

EEC countries, the pursuit of this goal over the next few years will require 

a far-reaching effort on the part of all the social agents. 


Under these circumstances, it is impossible to program the entire economy in 
detail. To do so would mean increasing the degree of inflexibility in our 
production structures at a time when, on the contrary, they need a higher 
degree of flexibility in order to be able to adjust to the worldwide energy 
crisis and the uncertainties stemming from it. 


With the approval of the PEN [National Energy Plan] in the Cortes, and the 
submission of the Workers’ Statute to the latter, two fundamental aspects 

of the situation over the next few years lave been clarified. The first, 
because our society's future depends in part on the response that we are 
capable of giving to the energy problem; and the second, because the estab- 
lishment ef a framework for labor relations consistent with the mechanisms 
of a free and open society is an essential element in any individual or col- 
lective economic plan. 
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With this area clarified, the main problem that the economic policy will have 
to face during the next few years is that of promoting the necessary condi- 
tions for the creation of employment in a lasting and stable manner. In or- 
der to do so, the remaining obstacles to the creation of sufficient amounts 
of employment must be removed; hence the importance of the effort to gear 

the job supply to a diversified and changing demand, an effort which is re- 
flected in both the implementation of specific employmen~ programs and the 
programs for reconversion of sectors in a state of crisis. 


The financing status of business firms has also constituted an obstacle to 
growth in recent years; and hence it will be necessary to continue reforming 
the financial system, so that it may channel the funds required for the in- 
vestment process on reasonable terms and interest rates. 


Finally, progress must be made in the policy of liberalizing foreign trade. 
An external equilibrium in the current account balance is an indispensable 

requisite for growth; and the progressive liberalization of the movement of 
capital will, in turn, expand the leeway for action of the monetary policy. 


Public spending must be limited so as to prevent the public sector from com- 
peting on an unequal footing with the private sector in procuring funds which 
are definitely in short supply. The effort put forth over the short and me- 
dium term is unquestionably important, but it is inexcusable from the stand- 
point of liberalizing the funds required for an increase in investment and 
employment. 


The monetary policy, for its part, will not abet the external and internal 
stimuli for inflation; but, on the contrary, will help to revert the infla- 
tionary tension to the average level in the EEC countries, an area which we 
shall be joining. 


In 1982, the Spanish economy will be a far more flexible and efficient econo- 
my than the present one. The government will direct the process of change 

in the economic structures with the necessary degree of firmness to make it 
possible for the greater flexibility in the economy to result in benefits 

for the society as a whole. Accelerating the rate of growth in an uncertain 
world such as the one surrounding us involves putting into practice mechanisms 
which will insure the coherence of decisions and the correct, reliable es- 
tablishment of the role of the economic agents. It also demands an efficient 
allocation of funds and an improvement in the quality of the services that 
the administration renders to the citizens. In short, it entails improving 
the qualitative elements of growth. This improvement can only be achieved 

if the progress ‘in production is made in an atmosphere of equanimity, which 
will make efficiency in management compatible with solidarity in the distri- 
bution of the wealth that is produced. 
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COUNTRY SECTION TURKEY 


"CUMHURIYET’ CRITICAL OF OSEK ACTIVITIES 
Istanbul CUMHURIYET in Turkish 17 Aug 79 pp 1, ll 
[Article by Ugur Mumcu] 


[Text] What is this "OSEK" you will ask. I did not know myself, I have 
just learned. Do you know what it turned out to be? It seems it means 
“Private Sector Information Committee." For short it is known as OSEK 
and “hidden appropriations" are distributed by this newly identified or- 
ganization at certain places. 


What does it do, this "OSEK" organization? It distributes money to a cer- 
tain number of people “to make clear the worth of the private sector in 
the economy” and “to make a dynamic and continuous defense of the private 
sector.” 


The employers’ organization known as "The Turkish Chambers of Commerce, 
Chambers of Industry, Chambers of Commerce and Industry and the Chambers 
of Industry and Commercial Exchange" or simply the "Union of Chambers” 
has established an organization called the "Private Sector Information 
Committee." 


What could be more natural than that the private sector, that is timid and 
shy capital, should distribute money among various press organs and writers 
in order to have itself "defended dynamically and continuously." In our 
country "free enterprise" is an orphan, especially of late. Who wi'l de- 
fend this timid and shy capital? 


Of course our esteemed businessmen will come together, establish an organi- 
zation and distribute money in order to have themselves “dynamically and 
continuously defended.” The OSEK organization distributed 3,981,355 lira 
in the period from 1974 to 1979 for this purpose. 


They say that the unit chairman Sezai Diblan distributed this largesse to 
whomever he wished. 


Who got this money? 
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Is there any proof? No. Mr Sezai, in his own words, established a system 
of umattributable funds and distributed them t- a number of persons in an 
underhanded manner. 


Is it an easy matter to carry on "a dynamic and continuous defense?" In 
order to do this first a man had to be found, he had to be gotten to pre- 
pare a feasibility report explaining how he would go about defending this 
“timid and shy capital,” studies were made, money given. 


But to whom was this money given? 


Only the honorable Mr Sezai knows this, and the ones who got this money 
and conducted this “dynamic and continuous defense of the private sector," 
that is of this timid and shy capital. 


Word has it that the OSEK organization chairman Mr Sezai on 3 May 1976 

gave a “nationalist citizen” exactly 214,174 TL for “dynamically and con- 
tinuously defending” the private sector. This is no small amount, and 
similarly, kurus by kurus exactly 3,981,355 lira were taken from the vaults 
of the Union of Chambers and given to the honorable Mr Sezai Diblan, and 

he distributed this money too. 


Where and from whom might we learn to whom this money was given? There is 
former undersecretary of the Treasury Sabahattin Alpat, unit advisor. 
Shall we ask him? Another advisor is former Ground Forces Court Prosecutor 
Colonel Muhittin Gulmez. Might we learn this matter from him? Then there 
is the former Chef de Cabinet of the Prime Ministry Kemal Gucyener, the 
former AP Deputy to the National Assembly Nur’ Kodamanoglu and Unat Demir, 
retired General Alpaslan Demirel, also a unit advisor, or the OSEK's 
Ozbahadir, should we ask him? How can I know? Iskender Elverdi, son of 
our famous General Ali Elverdi, is attorney for the Union of Chambers. 

Do you suppose we might learn from Elverdi according to which law OSEK 

was established and is operating? 


Did the unit chairman Mr Sezai Diblan distribute nearly 4 million lira to 
a specific media organization to accomplish “the dynamic and continuous 
defense of the private sector” or did he, considering that he himself was 
the “dynamic and continuous defender” spend the money himself? 


The “illegal” organization “OSEK" must be brought out into the open. The 
he -orable Mr Sezai Diblan must be saved from “stain.” 
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COUNTRY SECTION TURKEY 


KITS TO INCREASE THEIR INFLUENCE IN PARTNERSHIPS 
Istanbul CUMHURIYET in Turkish 21] Aug 79 p 12 
[Article by Fusun Ozbilgen] 


[Text] Plans have been formulated to have various state organizations 
liquidate their shares in private companies in which they hold less than 
20 percent of the participating shares or else to take over the direction 
of these compenies by increasing the state shares to more than 50 percent. 
Eftorts undertaken to this end point up the fact that state organizations 
hare joined in partnership with quite a number of private and foreign 
capitalized companies and have financed these organizations. 


In the companies in which state organizations hold less than 50 percent 
cf the shares direction is in the hands of the private sector, and al~- 
though the state organizations possess a voting right they do not have 
sufficient weight to have a decisive voice in decisions. In such circum 
Stances the participating shares of various state organizations and KIT 
[State Economic Enterprises] which are in partnership with private com 
panies are being directed by the private sector as it wishes, that is the 
state organizations are participating in the capital and financing of 
these companies. 


An examination of the shares and ratios of capital participation in private 
companies on the part of state organizations reveals some interesting part- 
nerships, a few of which are as follows: 


~<-Northern Electric Telecommunications, Inc., with nominal capitalization 
of 100 million TL. 








Partners Capital Share (percent) 
PTT 48.9 

Foreign 50.9 

Private 0.05 


~~Mannesmann-Sumerbank Pipe Industry, inc., with nominal capitalization of 
49,550,000 TL. 





Partners Capital Share (percent) 








Sumerbank 35.8 
SEKA [Turkish Cellulose and 


Paper Factories] 3.5 
Iron and Steel Administration 3.5 
Foreign capital 57.1 


-~AEG-Eti Electrical Industry, Inc., with nominal capitalization of 
60 million TL. 


Partners Capital Share (percent) 


TEK |Turkish Electric Power 

Enterprise} + 
AEG-Telefunken 3 
AFG-Deutsche 1 
Kepez, Inc. 
Private persons 


~-AKDENIZ New Agency, with nominal capitalization of 18 million TL. 








Partners Capital Share (percent) 
Anadolu Bankasi 10.0 
Private 90.0 


~-Arcelik, Inc., with nominal capitalization of 300 million TL. 


Partners Capital Share (percent) 
State Properties Office 15.0 
Private 85.0 


— bank Turkish Chemical Industries, Inc. with nominal capitali- 
zation of 60 million TL. 


P artrers Capital Share rcent 
yi OANA 40.0 
BAS? Collective 60.0 


Canakkale Ceramic Factory, Inc., with nominal capitalization of 9 mil- 
lion TL. 





ners Capital Share (percent) 
furkish Electric Power Enterprise 33.3 
Private 66.6 
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--Cukurova Electric, Inc., with nominal capitalization of 400 million TL. 





Partners Capital Share (percent) 
TEX 25.4 
Agricultural Bank 0.0 [sic] 
Other banks 14.9 
Municipalities 0.4 
Government offices 0.3 

Private organizations 19.6 
Individuals 39.2 


--Intel-sat, with nominal capitalization of 600 million TL. 








Partners Capital Share (percent) 
PTT 0.69 
Foreign 99.3 


--TOFAS Automobile Commercial Company wit. sominal capitalization of 
90 million TL. 


Partners Participati Shares recent 





MKEK [Machine and Chemical 


Industry Administration] 39.0 
Is Bankasi 10.0 
Private organizations 51.0 


--TOFAS Turkish Automobile Factories, Inc., with nominal capitalization 
of 450 million TL. 








Partners Participating Shares (percent) 
MKEK 23.1 
Is Ban’asi 10.5 
Fiat (foreign capital) 41.5 
Private organizations 22.5 
Private individuals 2.4 


As can be seen various state organizations have met the capital and conse- 
quently the financing needs of quite a number of private companies by join- 
ing in partnerships with them, however they have left the direction of 
these companies to the private sector. A study made as of the end of 1978 
disclosed that state organizations had participating shares of iess than 

50 percent in 126 private companies. Thus capital of state organizations 
amounting to hundreds of millions of lira have been directed into the hands 
of private establishments and in many cases foreign capital interests. 
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COUNTRY SECTION TURKEY 


MARKED INCREASE NOTED IN TRADE WITH ROMANIA 
Istanbul MILLIYET in Turkish 21 Aug 79 p 11 
[Article by Yalman Ozguner] 


[Text] It is being announced that trade between Turkey and Romania during 
the period 1970-1979 underwent a 12-fold increase. 


In a report prepared by the Romanian Consulate General on the occasion of 
the 35th anniversary of the liberation of Romania which covered the coun- 
try’s economic, social and political developments the perspectives dis- 
played by Turkish/Romanian trade were also dwelt upon. 


In a section of the report devoted to various developments in Romania and 
which included a number of economic indicators the following is stated: 


In 1978 Romanian industry achieved a rate of production 42 times that of 
1938. Within this context the output of electric energy grew 110 fold, 
iron production 50 fold, machinery 160 fold, chemicals 280, light industry 
35, foodstuffs 10 times, and the agricultural yield over the past 30 years 
has grown three fold. 


In the post-war period the average yearly growth rate for industry is 
L4 percent and that for agriculture 2 percent. With these figures Romania 
is rapidly moving to take its place among the world’s developed countries. 


In comparison to 1950 total incore of the populace in 1978 has increased 

by a factor of 9.5, expenditures for education by a factor of 15, those 

for health services by a factor of 18 and for retirement annuities by a 

factor of 35. More than 4 million new housing units have been constructed 

in the past 28 years and nearly two thirds of Romania's popv’ ition have 
‘cupled these units. 


Economic cooperation between Turkey and Romania is touche. upon in the 
last section of the report prepared by the Romanian Consulate General and 
the report asserts that relations between the two countries in recent 
years have achieved new heights. 
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To summarize, in this section the following information is included: 


“Commerce between Romania and Turkey is carried on according to 4 long ters 
agreement signed on 27 October 1977, walid for 3 years and automatically 
renewable in 3 year periods. 


"If ome follows the development of [these] commercial relations over the 
period 1970-1976 it is apparent that except for 1971 and 1972 the total 
volume of bilateral trade has steadily increased and has risen 12 fold.” 


It is asserted in the report that “Romania's foreign purchases from Turkey 
except for the years 1974, 1975 and 1976, have gradually increased and 
for the period 1970-1978 increased an overall record 18 fold,” and the 
following points were enzumerated: 


In this period there were also great developments in the goods which 
Romania sent to Turkey. Romania's foreign sales to Turkey in the 1970- 
1978 period increased 10 fold. 


While total trade between the two countries in 1970 amounted to 73.4 mil- 
lion ley (4.47 ley equals 1 dollar) this figure for the first 6 months 

of 1979 has risen to 584.0 million ley. Romania's foreign sales to Turkey 
in the same period rose from 55.2 million ley to 449.0 million ley, while 
Turkey's foreign sales to Romania rose from 18.2 million ley to 135.0 mil- 
lion ley. According to figures at the end of 1978 a total of 660.0 million 
ley in foreign trade had been conducted between the two countries, of which 
520 million ley constituted Romanian foreign sales and 340 million ley 
Turkey's foreign sales. 


At the end of the report a breakdown is made of goods which each country 
obtains from the other. According to this breakdown Turkey p.rchases 
from Romania chemicals and other industrial products in particular while 
Romania buys agricultural products and minerals from Turkey. 


According to data from 1976 “one third of Turkey’ purchases from Romania 
consists of machinery and equipment and a portion between 10-30 percent 

is mineral oils.” Apart from this Romania sells Turkey Tractors, drilling 
equipment, jeep electric motors and paper. Cotton leads among the products 
Turkey sells Romania. It makes up 60 percent of all Turkey's foreign sales 
to Romania. Aside from this Turkey also sells citrus fruits, olives, hemp 
seeds and minerals such as ferrochrome and barite. 


The report states that as a consequence of cooperation between the two coun- 
tries a sulfuric acid plant was establishei in Samsun and a superphosphate 
plant in Elazig, and goes on to conclude: “The multi-faceted relationship 
between Turkey and Romania, which has been steadily growing and is mutual’ly 
beneficial is a clear example of the foreign policy being pursued by Romania. 
It is an important joint contribution to the creaticn of good neighborli- 
ness, understanding and cooperation in the Balkans.” 
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COUNTRY SECTION TURKEY 


LIGNITE PRODUCTION TO BEGIN IN ERZURUM 
Istanbul MILLIYET in Turkish 18 Aug 79 p 11 
[Article by Necati Aygin} 


Text] Work is continuing without interruption in order to commence opera- 
tions at the recently nationalized Pekeric lignite deposits in Erzurun's 
Pasinler District. 


Zekai Adiloglu, one of the deputy directors of the Erzurum Eastern Lignite 
Establishment [DLI] disclosed that the Pekeric lignite beds had been na- 
tionalized for 60,000 TL. Adiloglu noted that the Pekeric deposits con- 
tained approximately 7.5 million tons of lignite and made the following 
explanation: “Lignite coal hereabouts has 2,600-2,700 calories. We pro- 
posed a preliminary investment program. We are thinking in terms of com 
mencing production before winter arrives so that the people of the region 
will not be left without coal.” 


Adiloglu stated that “In the coming months the Alicevrek lignite fields 
will be nationalized and turned over to DLI,” and added that "The Mining 
Research Institute will be prospecting in the Pasinler and Horasan re- 
gions.” 


The authorities have claimed that “There are very rich coal deposits in 
the Eastern Anatolian region and if they were to be brought into produc- 
tion they would not only meet the needs of the region but could also pro- 
duce enough to be sent to other regions.” 
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